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Only STEEL can do so many jobs so well 





Bathtub for Apples. You've heard of a lot of in- 
teresting ways in which stainless steel is now used, 
and here’s another: a bathtub made of stainless, 
where apples arecarefully washed before being proc- 
essed into baby foods. Stainless steel is unusually 
well-suited to jobs like this because of its high cor- 
rosion resistance and unique sanitary properties. 


Here’s the Newest Thing in vending machines 

. a mechanical marvel that will sell you a carton 
of fresh cold milk (or 
of chocolate or orange 
drink, for that matter) 
at the drop of a coin. 
Made of USS Steel, the 
machine is ideal for use 
in schools, factories, 
parks, hospitals and 
other similar locations. 















To Baffle a Burglar or just to find a fuse when the lights go out, you want your 
flashlight to be ready for instant action, in any emergency. And steel helps to 
build such dependability into most flushlights. The flashlight itself is usually 
steel, and they’re making “‘sealed-in-steel” 
flashlight batteries, too... with full steel 
protection top, bottom, and sides, to as- 
sure longer life and prevent corrosion of 
the flashlight. 





How's the Wiring in Your Home ? 


9 


Adequate for today’s power needs’? 
Ready to supply “juice” for auto- 
matic washers and dryers, TV sets. 
summer air conditioning units? It’s 
been estimated that each U. S. home 
uses more than twice as much power 
today as 10 years ago, that more 
than 34, of our homes are under-wired 
for today’s needs. U. S. Steel manu- 
factures electrical wire and cable of 
every kind to make your home wir- 
ing adequate and safe. 


This trade-mark 
is your guide 
to quality steel 


SEE THE UNITED STATES STEEL HOUR. It’s a full-hour TV program presented every 


other week by United States Steel. Consult your local newspaper for time and station. 


UNITED STATES STEEL 


For further information on any product mentioned in this advertisement, write United States Steel, 525 William Penn Place, Pittsburgh 30, Pa. 
AMERICAN BRIDGE . . AMERICAN STEEL & WIRE and CYCLONE FENCE . . COLUMBIA-GENEVA STEEL . . CONSOLIDATED WESTERN STEEL . . GERRARD STEEL STRAPPING . . NATIONAL TUBE 
OIL WELL SUPPLY .. TENNESSEE COAL & IRON. . UNITED STATES STEEL PRODUCTS . . UNITED STATES STEEL SUPPLY . . Divisions of UNITED STATES STEEL CORPORATION, PITTSBURGH 
UNITED STATES STEEL HOMES, INC. * UNION SUPPLY COMPANY + UNITED STATES STEEL EXPORT COMPANY * UNIVERSAL ATLAS CEMENT COMPANY 4-1886 















































THE MAGAZINE OF 


WALL STREET 
and BUSINESS ANALYST 


Member of Audit Bureau of Circulations 
Vol. 95, No. 1 October 2, 1954 


The Ticker Publishing Company is affiliated by common ownership with 
the Investment Management Service and with no other organization. It 
publishes The Magazine of Wall Street and Business Analyst, issued 
bi-weekly, and The Investment and Business Forecast, issued weekly. 
Neither the Ticker Publishing Company nor any affiliated service or pub- 
lication has anything for sale but information and advice. No securities or 
funds are handled under any circumstances for any client or subscriber. 


Hi ERS ss... 


Trend of Events 3 
As I See It! 
by John Cordelli 5 


Market Spurts of Strength—Weakness Shows Uncertainty 


by A. T. Miller : 6 
Where Are 1954’s Big Movers Headed Now? 

by Ward Gates z 8 
Forces and Factors Minimizing Depression 

by Warner T. Wilson 11 
Final Show-Down on Public vs. Private Power 

by McLellan Smith 14 
Inside Washington 

by “Veritas” 16 
As We Go to Press 
Canada Adjusts to New Base for Expansion 

by V. L. Horoth__. 19 
Candidates for Year-End Dividend Increases 

by J. C. Clifford 22 
5 Attractive Stocks with Unusual Features 

by Our Staff 25 
How Real is Recovery in Movies? 

by Phillip Dobbs___-- > 28 
New Trend in Preferred Stock Redemption 

by John D. C. Weldon eiactaes 30 
Two Investment Trusts Compared 

by Allan Darlen ‘ 31 
For Profit and Income | { 1992 
The Business Analyst ? 20, - 

by E. K. A. a I 34 
Answers to Inquiries 39 
Keeping Abreast 41 


Cover Photo by n° a Fe Railway 


Photos: Pg. 8—Merritl, Lynch, Pierce, Fenner & Beane; Pg. 14—Bureau 
of Reclamation; Pg. 19—Canadian .Consulate Generai; Pg. 28— 
Twentieth Century-Fox; Pg. 21—-New York Stock Exchange. 





Copyright 1954, by the Ticker Publishing Co., Inc., 90 Broad St., New York 4, N. Y 
C. G. Wyckoff, President and Treasurer. The information herein is obtained from reliable sources 
and while not guaranteed we believe it to be accurate. Single copies on newsstands in U. S. and 
Canada, 85 cents. Place a standing order with your newsdealer and he will secure copies 
regularly. Entered as second-class matter January 30, 1915, at P. O. New York, Act of March 3, 
1879. Published every other Saturday. 

SUBSCRIPTION PRICE — £20.00 a year in advance in the United States and its possessions 
and Pan-America, Canadian and Foreign Postage, $1.00 additional per year. Please send 
International Money Order or United States Currency. 

TO CHANGE ADDRESS — Write us your name and old address in full, new address in full 
and get notice to us three weeks before you desire magazine sent to your new address. 

EUROPEAN REPRESENTATIVES — International News Co., Ltd., Breams Bldg., London E. C. 


4 England. 
Cable Address — Tickerpub 


4 





Simple in design, compact, with a fine 
record for quiet efficiency and depend- 
ability, the Clark Transmission is “good 
news” for any vehicle—and for that 
vehicle's operator. It's a main reason 
why mony manufacturers rank 


EQUIPMENT 


as the foremost name in 
Power Transmission Engineering 





CLARK EQUIPMENT COMPANY 
BUCHANAN, MICHIGAN 


OTHER PLANTS: BENTON HARBOR ¢ 
BATTLE CREEK and JACKSON, MICHIGAN 


Products of CLARK EQUIPMENT... 
TRANSMISSIONS © AXLES (Front and Rear) ¢ AXLE 
HOUSINGS e TRACTORUNITS © FORK TRUCKS AND 
TOWING TRACTORS @ ROSS CARRIERS © POWRWORKER 
WAND TRUCKS © POWER SHOVELS © ELECTRIC STEEL 
CASTINGS © GEARS AND FORGINGS 





RAL A ROS 
THE ELECTRIC STORAGE BATTERY 
COMPANY 


216th Consecutive 

Quarterly Dividend 
The Directors have declared 
from the Accumulated Surplus 
of the Company a dividend of 
hfty cents ($.50) per share on 
the Common Stock, payable 
Seprember 30, 1954, to stock- 
holders of record at the close 
of business on September 20, 
1954. Checks will be mailed. 
tL. J. DWYER, 

Net Ve La 

Phiiadelphia, September 10, 1954 
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PACIFIC GAS and ELECTRIC Co. 


DIVIDEND NOTICE 
Common Stock Dividend No. 155 


The Board of Directors on September 8, 
1954, declared a cash d 
third quarter of the 
per share upon tl I 
mon capital stock. This div 
be paid by check on October 
to common stockholders of record at the 











close of business on September 27, 
1954. The Transfer Books will not be 
osed. 
K. C. Curistensen, Treasurer 
San Francisco, California 











CLEO F. CRAIG 
President of the American Tele- 
phone and Telegraph Company. 
Started as an equipment man in 
St. Louis in 1913 at $15 a week. 
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JOHN A. GREENE 
President of The Ohio Bell Tele- 
phone Company. Started as a 
contract clerk in Chicago in 1914 

at $50 a month. 





FREDERICK R. KAPPEL 
President of the Western Elec- 
tric Company. Started as a 
groundman in Minneapolis in 
924 at $25 a week. 





DR. MERVIN J. KELLY 
President of the Bell Telephone 
Laboratories. Started as a phys- 
icist in New York in 1918 at 
$40 a week. 





JAMES B. MORRISON 

President of Chesapeake & Po- 
tomac Telephone Cos. Started 
as engineering assistant in Wash- 
ington in 1925 at $27 a week. 






* President of the Indiana Bell 












SANFORD B. COUSINS 
President of the Northwestern 
Bell Telephone Co. Started as 
a traffic student in New York in 

1920 at $30 a week. 


ALLERTON F. BROOKS EDWIN M. CLARK 

President of The Southern New President of the Southwestern 
England Telephone Co. Started Bell Telephone Company. 
Started as an installer in New 


as engineer’s assistant in New 4 
York in 1923 at $30 a week. 


Haven in 1911 at $12 a week. 
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WILLIAM A. HUGHES 

President of the New England President of the New Jersey 

‘elephone and Telegraph Co. Bell Telephone Co. Started as 

Started as a clerk in Atlanta in a groundman in Kansas City, 
1913 at $14 a week. Mo., in 1917 at $60 a month. 








HARRY S. HANNA JOE E. HARRELL 


Telephone Company. Started 


as an engineer in Cleveland in 
1922 at $57 a week. 


Up from the Ranks 


These are the presidents of the companies in the Bell 
System. They all started in the ranks. 

Seventeen years ago the Bell System first published 
an advertisement like this. But there is a big difference 
today. Every one of the faces is new. 

All of these presidents, like those before them, have had 
wide telephone experience—an average of 34 years in the 
Bell System and 18 years in upper management positions. 

The Bell System is an up-from-the-ranks business and it 
aims to keep the opportunity for advancement open to all. 

This has been true of the telephone business for many 
years and it is nowhere better illustrated than in the 
careers of the men who serve as presidents of Bell System 


companies. 


BELL TELEPHONE SYSTEM 








MARK R. SULLIVAN 
President of The Pacific Tele- 
phone and Telegraph Company. 
Started as a clerk in San Fran- 
cisco in 1912 at $50 a month. 





FRED J. TURNER 


CLIFTON W. PHALEN 
President of the Michigan Bell 
Telephone Company. Started 
as a lineman in Syracuse in 

1928 at $30 a week. 


1907 at $18 a month. 





President of the Southern Bell 
Telephone and Telegraph Co. 
Started as a clerk in Atlanta in 





WILFRED D. GILLEN 
President of The Bell Telephone 
Co. of Pennsylvania. Started as 
a clerk in Philadelphia in 1923 

at $27 a week. 











WILLIAM V. KAHLER 
President of the Illinois Bell 
Telephone Co. Started as an 
engineering assistant in New 

York in 1922 at $25 a week. 





WALTER K. KOCH 
President of Mountain States 
Telephone & Telegraph Co. 
Started as traffic student in Den- 

ver in 1923 at $100 a month. 


KEITH S. McHUGH 
President of the New York Tele- 
phone Company. Started as a 
clerk in New York in 1919 at 
$35 a week. 





CHARLES E. WAMPLER 

President of the Wisconsin Tele- 

phone Company. Started as a 

traffic student in Chicago in 1929 
at $130 a month. 
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The Trend of Events 


A PORTENTOUS MOVE AMONG LABOR UNIONS... 
Events of great potential importance to labor are in 
the making. That they may profoundly affect rela- 
tions not only between labor and management, but 
future political patterns in this country, is strongly 
implied in recent moves by the major unions. Par- 
ticularly significant is the growing strength in the 
movement for the unification between the A. F. of L. 
and the C. I. O. Preparation for unification has al- 
ready been advanced by two major steps: first agree- 
ment between the two organizations to end “raiding” 
of their member unions; and, second, through 
streamlining the internal organization of each fed- 
eration by mergers and inter-union agreements. 
The welding together of the two giant labor or- 
ganizations would bring under one roof nearly 14 
million workers, out of a total force of over 17 
million organized union members. The power vested 
in a single union of such dimensions is very great 
and its potential may create a new element in 
American politics. Perhaps foreshadowing this omi- 
nous development is the new highly partisan ap- 
proach in the present election campaign of George 
Meany, the A. F. of L. presi- 


American labor unions to imitate their European 
contemporaries who, through their inordinate politi- 
cal maneuvering, have been an important element 
in the weakness of their governments and national 
economies, In this country, we have no need for 
“political” unions. A merger of the two labor federa- 
tions for the purpose of advancing labor’s legitimate 
interests would be one thing, but if it means the 
establishment of a new political force for purely 
class aims, then the risk to the American system is 
not to be ignored. 


RUSSIAN GOLD AND BRITISH POLICY ... To the 
dismay of the British, the Soviet government has 
stopped selling them gold in exchange for goods. 
During the period when Russion gold flowed to- 
wards London, hard money in the Treasury—dollars 
and gold—rose above the $3 billion mark. This has 
been a not inconsiderable factor in the more friendly 
relations established between London and Moscow 
during the past year. Now, as a reminder to the 
British that Moscow expects political favors in re- 
turn for gold, the Soviets have suddenly shut off 
shipments. The Soviets do 





dent. This marks a serious 
break between the philosophy 
of the founder, Samuel Gom- 
pers, who warned his union 
that it would be a fatal mis- 
take to enter the political 
arena, astand whichthe A. F. | 
of L. has maintained ever | 

| 
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ness trends 


“What's 


since, until the recent disaffec- 
tion of its present president. 
It would be unfortunate for 


We recommend to the attention of our 
readers the analytical discussion of busi- 
contained in 
Ahead for 
regular feature represents a 
market analysis of importance to in- 

vestors as well as to business men. To 

keep informed of the forces that may | 
shape tomorrow’s markets, don’t miss it! | 


nothing without a purpose. 
The purpose in this case is to 
hold London in line for a 
Four-Power Conference which 
Moscow wants badly. Gold, 
with the Russians, is merely 
another means of extracting 
political blackmail. 


our column 
Business?” This | 
valuable | 


THE BUDGET DEFICIT... The 
Administration’s first interim 
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revision of its Budget indicates the probability of a 
deficit of $4.7 billion for the fiscal 1955. Since this 
is an increase in the prospective deficit of approxi- 
mately $1.7 billion over the $2.9 billion envisaged 
when the President tendered his first estimate to 
Congress at the beginning of the year, it can be 
stated unequivocally that the new Administration 
has failed in one of its primary objectives, which 
was to bring the budget into a state of balance 
within a reasonable period. This is a most disap- 
pointing development. 

Under the circumstances, it is not difficult to 
perceive why the administration, anticipating a 
greater deficit, was forced to ask for a higher debt 
calling than the previous statutory allowance. It has 
now been raised to $281 billion from $275 billion 
with the increase to expire in one year. It would not 
be surprising, however, if the Administration, in the 
next session of Congress, asked for an extension so 
that the debt ceiling is more likely than not to 
remain at $281 billion indefinitely. 

The subject has more than academic interest to 
those who watch corporation affairs inasmuch as 
it is now quite likely that any move to lower 
the corporation tax rate from 52%, the present level, 
to 47%, the previous level, will be doomed to failure 
in the next Congressional session. As a matter of 
fact, efforts to reduce personal taxes are likely to 
fail as well, regardless of the composition of the 
new Congress. 

It was obvious that continued large Federal defi- 
eits will remain a stumbling block to any further 
reduction in taxes below those initiated several 
months ago, for a considerable period to come. 


INTERNATIONAL TRADE PROBLEMS ... The United 
States delegation to the Geneva conference on the 
General Agreement on Tariffs and Trades (GATT) 
which convenes early in November will set about its 
task in a framework of mounting hostility from for- 
eign nations against newly developing American 
trade policies. The feeling among these nations has 
been exacerbated because of what they deem evi- 
dence that proponents of high tariffs in this country 
have lately been taking on a new lease of life. The 
quite understandable bitterness of Switzerland in 
the Swiss watch tariff affair is a case in point. 
That the President himself has been favorable to 
freer trade policies is now discounted abroad in 
view of the growing strength of high tariff advo- 
cates in Congress. 

The Administration faces a sharp dilemma on this 
all-important matter. On the one hand, it is being 
beseeched by American interests to protect domestic 
industries that are already, or will soon become, 
susceptible to foreign competition. On the other 
hand, it must do all in its power to assist nations 
with failing dollar deficits to attain a stronger trade 
position. lest they succumb to communist blandish- 
ments. Japan is a good example of a nation that 
economically is at the cross-roads between the free 
and slave worlds. To live, Japan must export a mini- 
mum of $600 million of goods a year to the free 
world, or trade with the communists. Yet, if trade 
barriers are lowered to satisfy her commercial in- 
terests, she is likely to compete directly on terms 
disadvantageous to the industries of nations in the 





free world. 

This is the type of problem that confronts GATT. 
Since the United States holds the key to a large 
extent, it is to the U. S. delegation that the conferees 
will look for a solution. Yet, political conditions 
being what they are in this country, it is difficult 
to see how much progress can be made in the near 
future on this vital question. In the meantime, it 
is likely that the resentment of foreign nations will 
continue to grow. Early next year, however, the 
President will again put before Congress his pro- 
posal for a three-year extension of the Reciprocal 
Trade Act. In the last session, he was compelled to 
compromise and accept only a one-year extension. 
Should he be more fortunate in his next attempt, 
an important step forward would have been taken 
in unblocking trade barriers which, in many areas, 
have proved restrictive to many national economies. 
To a large extent, his success will be dependent on 
the state of our own economy at the time he puts 
forth a new proposal to Congress, as a return to 
full prosperity would weaken the argument of high 
tariff advocates. It will also be affected by the 
political complexion of the new Congress. Thus, our 
elections will also play a great part in our future 
foreign trade policies. 


PORTFOLIO MANAGEMENT... No formula has ever 
been devised or can be devised that can wholly pro- 
tect security portfolios under anv and all conditions 
that may prevail in the future. The investor might 
do well, therefore, by starting with the assumption 
that mistakes are inevitable. He may not be able to 
avoid these errors, since human judgement is fallible. 
He can, however, so conduct his affairs as to reduce 
the effect of harmful results when the mistakes are 
made. This he can do bv making out insurance in 
~ form of distributing the risk in a balanced port- 
olio, 

During the couurse of a year, we receive a large 
volume of letters from subscribers requesting advice 
on their holdings. It is always surprising to note that 
only a relatively small proportion of these investors 
take the pains to ensure a sound distribution of 
securities in their portfolios. This is a fundamental 
error. 

Lack of balance in a portfolio generally takes two 
forms. The investment may be concentrated in too 
few issues, increasing the vulnerability of the holder 
to unfavorable developments in one or more of this 
limited group, thereby, unnecessarily imperiling 
possibly a large part of his capital. Or, he may have 
a much wider distribution of securities in his port- 
folio but without sufficient consideration to their 
individual soundness. In this case, he has merely 
reduced the risk in each single commitment without 
reducing the risk to his capital as a whole. 

The best constructed portfolios place emphasis 
on the soundness of selection from the standpoint 
of fundamental investment merit. If there are 
enough of these issues in the portfolio, it is not likely 
that the margin of error will be great. Even if one 
or two issues should prove disappointing against 
expectation, the error is not likely to be costlv inso- 
far as the total capital is concerned, since, it may 
be presumed, the other sound issues will make up 
the deficiency. 
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By JOHN CORDELLI 


OUTWORN CONCEPTS vs. A DYNAMIC PHILOSOPHY 


| that the French have callously scuttled 
EDC, it is clearer than ever that there is a wide gap 
between the basic attitudes of Europeans and 
Americans on vital issues. When this attitude rep- 
resents itself in unjustifiable hostility to American 
views on world problems 
and in unconcealed envy 
of our economic progress, 
we are puzzled and dis- 
appointed. We see that 
Europe, lately become ar- 
rogant, nevertheless has 
herself been the chief cul- 
prit in fomenting war, 
thereby shattering’ the 
structure which held the 
world together for cen- 
turies. We know that the 
historic incapacity. of Eu- 
ropean nations to live 
amicably among them- 
selves has not only 
brought us directly into 
the orbit of their misfor- 
tunes but that their fail- 
ure has been responsible 
for the growth of com- 
munism throughout the 
world. 

All this has origins in 
ancient historic roots and 
accounts for the basic 
difference in the philoso- 
phy of the two conti- 
nents. The differences 
are important. Let us ex- 
amine some of them. 

Europe, living under a 
facade of political demo- 
cracy, has failed to put 
its economic house in order. To a surprising extent, 
it has clung to virtual feudal concepts. It has built 
up for centuries a class philosophy which simply 
will not down. It has persisted in cartelization and 
has divided and subdivided itself in such a manner 
as to prevent the fruits of labor from percolating 
through all sections of the population on an equitable 
basis. In too many countries in Europe, the privileged 
groups have evaded their tax responsibilities and 
have, in many ways, shown that they are unresponsive 
to the needs of the people. Under these conditions, it 
has been inevitable that nations would war upon each 
other and that is why we have been called on to 


THE MAN WITH THE KNOW-HOW 





rescue them from their own folly, at bitter and thank- 
less cost to us. 

What is it that America really wants from Europe? 
It would like to see it cast aside the traditional 
shackles which have bound it for so many centuries, 
and bend its best efforts 
toward rescuing millions 
upon millions from the 
misery of poverty and 
poor living conditions. It 
would like to see Europe 
throw off its rigid mo- 
nopolistic concepts and 
adopt the American sys- 
tem of free, competitive 
enterprise. It would like 
Europe to permit the un- 
doubted ingenuity of its 
scientists and inventors 
to be unleashed so as to 
create ever broader mar- 
kets for its people, and 
not to save the benefits of 
science for the relatively 
few as it has been doing. 

Let Europeans look 
upon America without 
prejudice. What will they 
see? They will see tens of 
millions working at 
plants and shops and 
stores at decent wages. 
They will find business- 
men eager to produce 
new products at reason- 
able prices so that the 
public may enjoy them. 
They will see a competi- 

Smith, NEA Service tive system so highly ad- 
vanced that not the few. 
but the many benefit. They will see an America 
unafraid to venture into new fields and unafraid to 
accept the risk of loss. They will see an America un- 
inhibited by the dead hand of tradition. They will 
see, not, as they say, a nation of millionaires, but a 
hard-working, generous people who are intent on 
making a better life for themselves and who want 
nothing better than for others to do it, too. There is 
no one in America to cry halt to this national goal. 
Each citizen, in his own way, contributes to the effort- 
worker, farmer, businessman, student and profes- 
sional man. It is indeed time that Europe learned 
the lesson for its own sake. 








Special Areas of Market Strength 


At least for industrials, the main trend of stock prices has continued upward, with a 
strong further rise over the last two weeks. Rails and utilities remain relatively sluggish, 
With higher and higher valuations now being put on earnings and dividends, increasingly 
careful selectivity in portfolio management, especially in new buying, is essential. 


By A. T. 


oo” the last fortnight the industrial section of 
the stock market extended its advance from the 
August 31 reaction low, with no significant slack- 
ening of pace. The Dow industrial average has now 
had some gain in 15 out of 17 trading sessions in 
September through last week’s close, making a net 
gain af about 26 points in this time; and bettering 
the August high by over 11 points. Developing so 
quickly after the 15-point fall in the latter part of 
August, the September performance of industrials 
to date approaches the spectacular in terms of speed 
and scope of movement. 

It is contrary to the downward seasonal ten- 
dencies often seen in September, following substan- 
tial gains within the July-August period; and it is 


MILLER 


not founded on any fresh stimulating factors in the 
news, in the business picture, in money-rate ten- 
dencies or in the trend of earnings and dividends. 
Contrasting with the spirited, although still selective, 
renewed rise in industrials, the rail and utility aver- 
ages have moderately extended their recoveries 
from the August sell-off and remain under the highs 
recorded August 8 and August 20, respectively, even 
though the remaining gap for utilities to fill is 
fractional. 


Basis Of Recent Rise 
The late-August sell-off was the fourth downside 


test of the market in recent months. None amounted 
to much in percentage decline, but, 





MEASURING MARKET SUPPORT 

















“THE MARKET IS A TUG-OF-WAR . .. CONSTANTLY SHIFTING SUPPLY & DEMAND PRODUCES THE FLUCTUATIONS” 
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starting after long and large prior rise, 
each was sufficient to raisé questions 
about the possible technical vulnera- 
bility of the market. However, when 































































































390 : : | DEMAND for STOCKS -4390 each petered out quickly and_ stock 

AS INDICATED BY TRANSACTIONS |_| prices headed up again, that was taken 

350 ae | AT RISING PRICES 350 by investors and traders as another 

oe 2 ee | | | “‘vote of confidence”, favorably impress- 

| in a\vara La ing those who had been debating wheth- 

310 art nd TAN | 310 er to sit tight, buy or sell; and the 

ae HOU NTUCceIAIvC iM 1H fence-sitters were impressed even more 

270 INI) | IROCALEUEOROSAVALNLWARBO HERING Mt 270 when the industrial average readily 
SOON AH TC aH CHW ~A, ui went through its August high. 

— a os ae | | | _fo20 In short, “nothing succeeds like suc- 

| SUPPLY OF STOCKS cess”; and the story of the market re- 

[| AS INDICATED BY TRANSACTIONS | | mains pretty much what it had been for 

190 art - AT DECLINING PRICES | 190 some time. The tangible bullish factors 

i ee See ae | Ce ee ee ee Cee ee es ee ee | effective earlier — including lapse of 








M.W.S. 100 HIGH PRICED STOCKS | | 


SCALE AT RIGHT — 


eee | 


weed | | 
.W.S. 100 LOW PRICED STOCKS) | 
meme SCALE AT LEFT 


240 


2 9 W 23 30 6 13 20 


JULY AUG. 


10 17 ' 


SEPT. ocr. 








MEASURING INVESTMENT AND SPECULATIVE DEMAND 
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EPT, tax credits for dividend income, 
downtrend in money rates, the levelling 
out of business recession, generally bet- 
ter earnings than many had previously 
expected, and the moderate upward 
trend of aggregate dividends—have long 
since been largely discounted. That 
leaves the following principle reasons 
to explain why, up to this writing, the 
path of lesser resistance in the market 
is still on the upward side: 

(1) The normally greater willingness 
of investors to hold or buy stocks than 
to sell; (2) the further strengthening of 
that inclination as a result of impressive 
market performance on all downside 
and upside tests to date, resulting in 
confidence feeding on confidence; and 
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(3) the reduction in float- 
ing supply of good-grade 
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and only slightly less ad- 
vanced, by these criteria, 
than they were at that 
high. On the other hand, if yield factors are meas- 
used against those at the 1937 and 1929 bull-market 
highs, especially the latter, there is “statistical lee- 
way” for more advance, possibly considerable, be- 
fore a final top is reached. Given some bad news— 
for instance in foreign developments or a decisive 
Republican defeat in the November elections—con- 
fidence might be shaken enough to alter the market 
potential. Whether it will be is, of course, conjec- 
tural. Unforeseeable developments are always a con- 
tingent liability in the stock market. 





Institutional Buyers More Cautious 


One needs no crystal ball to know that advance is 
most unlikely to continue at the recent fast pace 
without interruptions, whether pauses for consoli- 
dation, minor dips or sizable reactions, as in August. 
At some point, which could be near, fast rise will 
(1) normally invite some profit taking; and (2) 
suggest to investors, institutional and otherwi se, the 
logic of halting buying and awaiting at least a dip. 
Bearing on this, it may be interesting to note that 
purchases of stocks by life insurance companies in 
August averaged materially lower than in July; and 
that they were sharply lower, on rising prices, in 
the first week of September than they had been on 
falling prices in the last week of August. It stands to 
reason that trustee-managed funds interested in in- 
come and safety of capita] will be less inclined to 
reach for stocks as the yield advantage over bonds 
progressively narrows, If that is: correct, the bull 
market may at no distant time have to depend more 
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in increasing vulnerabitity. 


on speculative buying by individuals 


fore, resulting 
Cross Currents And Angles 
in the Dow in- 


high proportion, 
degree in the rise 


the stocks 
ymmonly 


me 


Over seven-eighths of 
dustrial average, une 
have participated at least to s 


an 


so far since August 31; but comparatively large 
gains have been confined to Allied Chemical, Corn 
Products, Goodyear, General Motors, Standard Oil 


of California. SO (Ind.), Standard Oil (New Jer- 
sey), Texas Company, and Westinghouse Electric 
In stock-group strength over the last fortnight, the 


standout, others including 
business machines, copper, 


been the 
air lines, 


oil group has 


amusements, 


proprietary drugs, meat packers, paper and tires. 
Wrong at least to date, there are plenty of bears, 
as indicated by the largest total short interest in 


many years. But the implications are guesswork. Al- 
though short-sellers a1 . — professional traders, 
they are human and, therefore, fallible. There has 
been no past corre lation between market trend and 
variations in the short position. 

Our policy remains selective. We would not dis- 
turb genuine long-pull positions in good-quality 
stocks. We would not “go out on a limb” in specula- 
tion. Where good profits are available on stocks 
bought for cyclical gain, especially medium-grade or 
speculative issues, we might consider some cashing 
in. And we continue to suggest maintenance of rea- 
sonable reserves against contingencies and for later 
buying opportunities.—Monday, September 27. 








WHERE ARE 1954’s 
BIG MOVERS HEADED NOW? 


By WARD GATES 


mn an almost uninterrupted advance 
during the past 12 months, during which the indus- 
trial averages almost penetrated a 25-year high, 
numerouus issues now stand at a peak never before 
reached in, their history, not even at the heights 
of the 1929 market. The largest portion of these 
advances came in the past year and, for speed and 
scope, they exceeded those of the entire previous 
post-war period. 

During the upward march between September 
1953 and September, 1954, it was not unusual for 
individual stocks to score gains up to 200% and 
more. This is a truly astonishing record for such a 
comparatively brief interval. Yet the very dimen- 
sions of the advance naturally call for caution 
and, at least, require a reappraisal of the present 
market position of many issues in relation to the 
great fundamentals of earnings and diyidend pros- 
pects. 

The question in the minds of many experienced 
investors is whether or not the impressive gains in 
many stocks have not by this time outrun earnings 
and dividend potentials, and whether these issues 
have not more or less discounted perceivable long- 
term, let alone, short or intermediate-term prospects. 

In determining the position of individual stocks, 
it would be best to leave general market considera- 
tions aside as undue weight given to such factors is 
as likely as not to render a sound appraisal of in- 
dividual stock values unnecessarily difficult. For 
this reason, in our analysis of the position of 40 
leading stocks which is herewith presented, we have 
subordinated general market considerations to tech- 
nical and fundamental factors affecting each indi- 
vidual issue, although to be sure, the general market 


undoubtedly has an effect temporarily on the price 
level of these stocks. 

The survey is limited to issues which scored the 
most spectacular gains since the recovery of last 
autumn and during the bull market resumption since 
that time. As will be seen from the accompanying 
table, the issues under consideration advanced from 
about 40% to as high as 279%. These are the ex- 
tremes but, in between, will be found a larger 
number which advanced, on the average, about 
75-100 %. 

In appraising the market position of each of the 
40 stocks, we have been guided by (a) its technical 
position, related to short-term and intermediate 
market possibilities, and (b) long-range prospects, 
based exclusively on underlying earnings potentials. 

Near-term market factors are of interest mainly to 
investors whose objective is to secure intermediate, 
or, short-term profits, depending on whether capital 
gain is an important consideration. This depends, 
of course, on the financial position and aims of 
the individual investor so that he will have to judge 
for himself how to apply our estimate of the market 
outlook for each stock. 

The long-term outlook is indicated from the 
viewpoint of investors who are not primarily in- 
terested in current dividend or speculative profits, 
but rather in maintaining a semi-permanent position 
without especial regard to temporary market fluc- 


-tuations. In instances where recommendations have 


been made to “hold’’, it should be understood that 
we have indicated our estimates chiefly on the 
basis of long-range probabilities. In other words, 
the investor who ‘decides to hold must do so on the 
understanding that he is willing to maintain his 
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position despite the probability of technical re- 
actions. We have also indicated, in some instances, 
where “dollar-averaging” might be considered as 
part of a long-range investment program. As our 
readers know, “dollar-averaging” offers a sound 
and systematic method, where employed with dis- 
crimination, of taking advantage of substantial 
market reactions in desired issues. 

We have tried to make our analysis as practical 
as possible so as to assist investors who may be 
troubled with the problem of how best to protect 
current profits. It should also be of service to 
investors who may be planning to purchase any of 
the issues listed. We have suitably indicated our 
preferences. 

Herewith is the analysis, necessarily brief owing 
to the considerable number of issues covered, of 
each of the 40 stocks. The accompanying table 
should be consulted for reference to the range of 
each stock. 


Allied Chemical & Dye. Selling at 20 times indi- 
cated earnings for 1954, this growth stock is valued 
marketwise about on par with other high-grade 
chemical issues. Near-term prospects appear to be 
largely discounted but long-term holdings need not 
be disturbed. New purchases should be on a “‘dollar- 
averaging” basis, starting at a moderately lower 
market level whenever this materializes. 


Aluminium Company of America. Under heavy 
amortization charges, earnings, despite capacity 
operations, will be somewhat lower this year. This 
growth stock is now selling at about 25 times indi- 
cated 1954 earnings, and seems to be fully priced 
for the time being. Long-term investment holdings 
should be retained, where the size of current divi- 
dend income is not an important consideration. 
“Dollar-averaging” might be undertaken but only 
after substantial reaction. 


Atlantic Coast Line. Net income should hold up 
relatively well this year owing to road’s favorable 
territory. Near-term prospects, however, fairly well 
reflected in 40-point advance this year. For investors 
interested in short-term considerations, partial 
acceptance of profits might be advisable. Long-term 
holdings need not be disturbed, but new purchases 
might be deferred until more advantageous oppor- 
tunity is created through any sizeable reaction. 


Bendix Aviation. Exceptional rise in the stock 
this year has rather fully reflected strong position 
of the company for the time being. Partial profits 
on speculative accounts, accordingly, might be con- 
sidered. New purchases should be deferred until 
more advantageous market opportunity. Long-term 
holdings need not be disturbed by investors aiming 
for possible stock split. The inherently cyclical na- 
ture of industry does not warrant “dollar-averag- 


” 


ing. 


Bethlehem Steel. Short-term prospects rather 
fully discounted after substantial advance. How- 
ever, stock benefits from much stronger position 
of company with considerable long-term merit. Un- 
less acceptance of speculative profits is particularly 
desired because of individual requirements, reten- 
tion is advised on long-term basis. New purchases 
_ be undertaken on a sliding scale at lower 
evels. 
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Big Market Gainers in 1954 


Low High Points Percentage 





Price Price Advance Advance Recent 

1953* 19547 From Low From Low Price 
Allied Chemical & Dye 62° 10139 62%_——s«s«T 
Aluminum Co. of anes. 42%2 90'2 48 112 80 
Atlantic Coast Line 8378 12612 42 50 116 
Bendix Aviation 50 90'2 40 80 88 
Bethlehem Steel 4438 8212 38 85 = 79 . 
Boeing Airplane! 1814 69" 51 279 61 
Container Corp. 2834 6412 35 119 60 
Corning Giass 70 125 55 78 a “16 
Douglas Aircraft! 30 922 62 208 > 84 
Du Pont 91 14412 53 58 138° 
Ex-Cell-O Corp. 3578 77\2 41 6 7 72 
Food Fair Stores . 22\2 47 24 . 109 _—_ 45 
General Dynamics 31 7558 44 143 2~«~CO70 
General Electric! 228 4812 26 119 aa 43, 
Camel Motors 5358 8234 29 54 > 85 
Gillette Co. —_ 32% 682 36 112 68 
Goodrich (B. F.) 60% 1037 43 72 104 
Geidouns Tire a Rub. 43% Pd 7834 35 80 ; 82 
Hooker Electrochem.*. 55 . Ba 29 52 84 
Inland Steel 357% ~~ 672 31 88 63 
sansa. Bus. seine 179% 306 126 70 292 
International Paper 43% 8038 36 83 76 
Lily-Tulip ie. 39 9412 55 142 91 
Lockheed Aircraft 20% 44\s 24 118 41 
McGraw Electric 57% 1012 44 78 96 
ehhine:thidnipesell Reg. 5312 9912 46 86 93 
Nationa! Cash Register 4634 92 45 97 86 
National Dairy Prods. 28% 44% 16 57 38 
Owens-Corn. Fiberglas 38 74\2 36 96 a 65 
Procter & Gamble 59% 9612 37, 62 ; “90 
Reynolds Metals 4234 82 7 39 92 . 7 
Rohm & Haas 115 261% 146 127 249 
Scott Paper- 54 ; 100%: -_ 46 : 86 %6 
Sperry Corp.- 3534 8136 45 128 _ 76 
Standard Oil of N. J. 67 98 31 46 i 95 
Ciao Products? 41% 88 —_ 46 13 7 87 
u. S. Gypsum 7 103%: 184 - 80 7 7 -_ 7 
U. S. Steel : 3312 ni 56 _ 22 ; 67 aie 55 
Vanadium Cp. of Am2 30% 74% 43 145 9 72, 
Westinghouse Electric 392 754 35 90 69 


*—Lowest price recorded during the year. 
1—Adjusted for stock split. 2—Proposed stock-split. 
t+—Highest price recorded during the year. 



































Boeing Airplane. One of the two strongest air- 
craft stocks, together with Douglas. Major market 
advance this year in line with pronounced growth 
of earnings. Long-term holdings need not be dis- 
turbed but new purchases should be deferred. 
Investors desiring to mark down costs might con- 
sider partial acceptance of profits, if in line with 
individual needs. Those not so concerned may rely 
on continued growth potentials to eventually produce 
commensurate long-term investment values. 


Container Corp. Base of the company’s operations 
has been steadily enlarged and long-term growth 
potentials indicated. However, stock has rather fully 
reflected these prospects for time being in view 
of the very sharp advance in the price of the shares 
this year. Partial acceptance of profits would seem 
justified but long-term holdings need not be dis- 
turbed. 


Corning Glass. The stock’s important move this 
year, based on its long-term growth prospects, has 
been fully justified. A resting point, however, is 
indicated and new purchases should be deferred. 
“Dollar-averaging” would be suitable. Long-term 
holdings should be maintained by investors to whom 
the current low yield is not a deterrent. 


Douglas Aircraft. Stock seems to have temporarily 
outrun huge gain in earnings and partial acceptance 
of profits seems in order for individuals who have 
taken a speculative position. Long-term holdings 
need not be disturbed, if part of well constructed 
portfolio. New purchases should be deferred pend- 
ing more favorable market opportunity. 


Du Pont (E.I.) de Nemours. The exceedingly 
rapid advance in this stock places a high valuation 
on earnings, about 22 times. New purchases should 
be deferred at this time and, even, partial profits 
accepted on speculative accounts. Long-term hold- 
ings, however, need not be disturbed where com- 
paratively small current dividend income is no 
obstacle. The stock is suitable for “dollar-averag- 
ing” operations but this should be started on a lower 
market level. 


Ex-Cell-O-Corp. Strong upsurge in stock this year 
based on continued good earnings after EPT lapse. 
While attractive long-term prospects seem inherent 
in the situation, stock seems to have temporarily 
outpaced favorable underlying developments. Pro- 
fits can reasonably be accepted and new purchases 
should be deferred until a better market oppor- 
tunity in stock presents itself. 


Food Fair Stores. Although earnings have in- 
creased, the increase does not appear large enough 
to have justified the extraordinary rise in the 
shares this year, which has seen them more than 
double from the low of the past 12 months. Accept- 
ance of profits on this rather speculative issue is 
recommended. 


General Dunamics. The stock has had a spec- 
tacular rise this year, based on atomic developments 
and merger with Consolidated Vultee, together with 
remarkable rise in earnings. Despite large rise, re- 
tention of the stock would seem warranted in view 





of unusuual long-term prospects. New purchases 
should be deferred, however, in view of already 
large rise in stock. For those interested primarily 
in immediate speculative profits rather than long- 
term positions, partial acceptance of profits might 
be in order. This would depend on the preference 
of the individual investor. 


General Electric. The persistent strength of this 
issue reflects superior position of company and 
continued gains in earnings. While large market 
profits have accumulated on purchases made at 
lower levels, it is likely to be more profitable in the 
long run to maintain a long-term position in the 
issue than to accept speculative profits at this time. 
This is an excellent type of stock for ‘‘dollar- 
averaging” purposes. 


General Motorg. Despite uncertainties in the auto- 
mobile business, stock has acted well throughout 
the past few months. Positions, both short- and 
long-term, should be maintained and new purchases 
made on a “dollar-averaging” basis. 


Gillette Co. An expected sharp rise in earnings 
this year has laid the base for an wunusuually 
strong upward move in the stock which has more 
than doubled since last year’s low. While new pur- 
chases are not recommended at this time, in view 
of the liberal valuation of earnings for an issue in 
a rather speculative group, long-term portfolio hold- 
ings need not be disturbed. Individuals primarily 
interested in shorter-term market swings, ‘however, 
might consider partial acceptance of profits. 


Goodrich (B.F.) Stock’s important advance has 
rather liberally discounted near-term prosvects but 
is probably in line with long-term potentials. Ac- 
cordingly, while speculative profits by short or in- 
termediate-term holders might be partially accepted, 
long-term holdings for portfolio investment need 
not be disturbed. 


Goodyear Tire & Rubber. With a new record 
looming in earnings for this year, and prospects 
for an extra or stock dividend, stock’s rapid advance 
has been rather solidly based. However, it seems 
to have more or less fully discounted even the fine 
earnings recorded. Partial acceptance of profits for 
those who have purchased the stock for speculative 
purposes at materially lower levels would seem in 
order but long-term investment holdings should be 
retained. “Dollar-averaging” not suited to this stock 
or Goodrich (see above). 


Hooker Electrochemical. The stock represents a 
company in a highly specialized chemical field and, 
accordingly, its market valuation is not typical of 
the group. The stock is now selling at close to 25 
times indicated earnings. On this basis, it would 
seem that near-term prospects have been fairly 
well discounted after its recent 30-point advance 
and a 38-for-1 stock split. As a long-term commit- 
ment, however, the stock possesses considerable 
attraction and present holdings, accordingly, need 
not be disturbed. New purchases should be deferred 
pending a more favorable market level. For in- 
terested investors, this growth stock could be ac- 
quired after the (Please turn to page 48) 
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By WARNER T. WILSON 


(Editor’s Note: As one observes the American 
scene to-day, it is not difficult to comprehend why 
foreigners and, in particular, Soviet economists, 
have entirely failed to grasp the real reasons why 
depressions have become virtually impossible in 
this country. It must be admitted, too, that many 
Americans themselves do not understand the massive 
change in the nature of their own economy. Perhaps 
this ts because we have been too accustomed to 
thinking in terms of outworn concepts which have 
very little to do with modern America. In any case, 
the valuable and penetrating analysis in Mr. Wil- 
son’s article should not only give comfort to business- 
men and investors who still fear the possibility of 
depression but should give enlightenment on the 
long-term direction which our country is taking.) 


ys years ago, the phrase ‘“‘business 
cycle” connoted, at best, the brief but vicious reces- 
sions of 1921 and 1938; at worst, it suggested the 
violent and protracted depression of the 1930’s, 
But for the past decade, a period which includes 
eight years of supposedly hyper-sensitive postwar 
adjustment, to an economy of plenty from an econ- 
omy of scarcity, the business cycle has been a 
strangely peaceful and quiescent animal. In fact, 
at mid-1954 the United States has just ridden 
through a third minor adjustment, with no im- 
portant loss of momentum, and with no signs of 
impending doom. 
Is this favorable postwar record nothing more 
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DEPRESSION 


than accident and happy coincidence? Or has the 
business cycle itself undergone a fundamental 
change? Are business trends more tractable, less 
violent? Is growth henceforth to be steady and sus- 
tained, rather than changeable and intermittent? 
What does the postwar business cycle suggest with 
regard to strengths and weaknesses in business 
conditions over the next several years? 

The answer to these questions takes two forms. 
In the first place, something very fundamental has 
certainly happened to the American business cycle. 
In the second place, and apart from the question of 
the business cycle itself, business and the nation 
have been enjoying some very powerful new ex- 
pansionary forces, of a long-term character, that 
have been pushing impatiently upward on the level 
of production activity, making booms bigger and 
contractions smaller. Combined with the weakening 
of the cycle itself, these sources of vigorous new 
demands have for a decade been defying the 
“prophets of gloom’. At mid-1954, it remains a good 
bet that the defiance will continue. 


What's Happened to the Business Cycle? 


After fifteen years of a roaring business boom, 
and after about thirteen years of virtually constant 
full employment, why has no major business cor- 
rection developed? Answer: four very dramatic 
changes in the nature of American business condi- 
tions have pulled many of the teeth out of the 
business cycle. 

Among the most important of these changes has 
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been the increased size and augmented role of local, 
state and federal governments. Currently, all gov- 
ernment is now purchasing about 22% of the total 
output of the American economy, and the proportion 
is not likely to change rapidly, either up or down, 
in the foreseeable future, 

These enormous demands of government, which 
now amount to approximately $80 billion of goods 
and services a year, have some vital characteristics 
which distinguish them from the demands of busi- 
nesses and individuals. They are, in the first place, 
planned far in advance—in the case of the federal 
government, almost two years in advance. (Many 
state governments actually budget for two year pe- 
riods.) Partly because of this long lag between plan 
and outlay, government expenditures are more or 
less independent of government income over the 
short term even where (as in the case of local gov- 
ernments) it is considered very desirable to operate 
within a balanced budget. 

In fact, however, most of the enormous growth 
of government’s share of national output has been 
preempted by the federal government. With respect 
to this government, in particular, it can be said that 
spending is inversely related to income over the 
short term: that is, if tax receipts should decline 
because of recession, federal spending is more like- 
ly to rise than to fall, because of direct efforts to 
forestall recession. 

The fact that the voracious demands of Washing- 
ton for goods and services now amount to over 
one-seventh of all our output, as compared with 
about one-sixteenth in prewar years, thus argues 
strongly that a new weapon for forging economic 
stability has come into existence. And the interpre- 
tation that has been placed on the Full Employment 
Act of 1946 by beth political parties suggests that 
the weapon will be used in future recessions, regard- 


less of the fortunes of politics. The weapon was 
used in 1949; and in the recession of 1953-1954, a 
whole battery of monetary, fiscal and direct market 
measures was leveled against the business decline. 
The results were easy money, tax reduction, stimu- 
lation of investment through liberalization of depre- 
ciation alternatives, easier housing credit, stockpil- 
ing purchases of nonferrous metals, etc. This con- 
cern of government with the direction of the busi- 
ness trend, now that government is a major claimant 
on national output, marks an overwhelming change 
in the nature of the American business cycle. 


Farm Income A Less Vital Factor 


While the growth of the government sector has 
increased stability, so has the shrinkage of one 
notoriously unstable sector—agriculture. In the late 
1920’s, farms produced about 9% of the nation’s 
annual output, and employed a correspondingly large 
part of the nation’s labor force. By 1953, agricultural 
production has fallen to about 5% of total output, 
and the agricultural work force is now a bare 4% 
of our total employment. The violent cyclical swings 
which are characteristic of farm prices and farm 
incomes now affect a smaller part of the total busi- 
ness system. And there is every reason to believe 
that this shrinkage of one of the highly sensitive 
areas of business is likely to continue in coming 
years. The emphasis of Republican policy on re- 
straining farm output to tolerable proportions, rath- 
er than on underwriting demand for uneconomic 
levels of output, presages a smaller and more stable 
American agriculture. 

Thirdly, the years since 1933 have witnessed the 
development of an imposing battery of “cyclical 
snubbers.” These deterrents to recession operate 
mainly in the direction of supporting personal in- 
comes in the face of a decline in production. The 
snubbers are now of two principal forms. Unem- 
ployment insurance compensation, at the current 
rates prevailing in state laws, now will tend to offset 
roughly 25% of a decline in income owing to rising 
unemployment. From July, 1953, the peak of the 
recent cycle, to March, 1954, which apparently repre- 
sented the bottom of the cycle, unemployment rose 
by approximately 2 million, and gross income pay- 
ments declined -by about $7 billion. In the same 
period, the rate of unemployment compensation pay- 
ments rose by slightly more than $2 billion. 












































Post-War Growth of Middle Income Groups 
(Percentage changes before taxes) 
INCOME CATEGORIES 

(Before Taxes) 1953 1952 1951 1950 1949 1948 1947 1946 
Under $1,000 10 1 13 13 14 12 14 17 
$ 1,000-$ 1,999 13 14 15 17 19 18 22 23 
$ 2,000-$ 2,999 14 16 18 19 21 23 23 25 
$ 3,000-$ 3,999 sctetomnenst et 16 18 18 19 19 20 17 17 
$ 4,000-$ 4,999 16 15 15 12 11 12 10 8 
$ 5,000-$ 7,499 21 17 14 14 WW 10 9 6 
$ 7,500-$ 9,999 5 5 4 3 2 2 2 / 
$10,000-$14,999 3 ) ) ) ) - 4 

+ > > 
$15,000 and over 4 2 j ( ? ) ° ) , \ 
Median Income Yeo $3,780 $3,430 $3,200 $3,000 $2,700 $2,840 $2,530 $2,300 
Mean Income eee eR TA $4,570 $4,070 $3,820 $3,520 $3,270 $3,450 $3,290 $2,870 
j 
eee 
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Similarly, at current tax rates the federal govern- 
ment absorbs 52% of the decline in corporate in- 
comes, and about 13% of the decline in personal 
incomes. 

Taking these two “snubbers” together yields a 
surprising conclusion: the government pays about 
40 cents out of every dollar decline in individuals’ 
incomes; and over 50 cents out of every dollar 
decline in corporations’ incomes. This is snubbing, 
indeed: the government’s share of the burden of 
recession is now roughly eight times as great as 
in the 1920’s, when tax rates were minimal and 
unemployment insurance was unknown. 

Finally, the vast consumer market has undergone 
a series of structural changes, since prewar years, 
which ranks.as one of the great economic revolutions 
of all time. The end product of this revolution has 
been an enormous market for consumer goods and 
services, several times bigger than the prewar mar- 
ket, and very much more stable than the 


The striking stability and strength of consumer 
demand during the postwar period is thus attribut- 
able, in part, to higher incomes, and higher asset 
holdings. It is also owing, in some measure, to two 
prodigious “flywheels” which have tended to keep 
demand humming steadily along without interrup- 
tion. In both durables markets and the housing 
market, consumers are saving, in the form of repay- 
ing debt, at rates that would have been considered 
fantastic even five years ago. Instalment credit 
repayment now runs at an annual rate close to $25 
billion; amortization payments on home mortgages 
(not including interest on outstanding balances) 
now amount to about $5 billion per year. Consumers 
are thus constantly funding their long-term pur- 
chases at a $30 billion annual rate. 


* * * 


These changes, in the gov- (Please turn to page 46) 





prewar market. In fact, it is the outstanding 
stability of consumers’ demands that has 
been primarily responsible for the mild char- 
acter of postwar recessions. In 1948-1949, a 


year of recession, personal consumption ex- —” 
penditures actually rose; in the recession aad ne sae en NEEBS 10 
of 1953-1954, they contracted very briefly, 357.8 i“ RISE $21.2 BALIN 


MINIMUM CHANGES NEEDED TO ACHIEVE A FULL ECONOMY 


BY THE FIRST QUARTER OF 1955 














then climbed buoyantly to a new all-time 
high. 


Growth of Middle-income Class 


This strong trend of consumption in turn 
reflects a number of fundamental changes 








in the personal sector. Most noteworthy 
among these changes has been the growth 100 
of an American middle class that now dom- 
inates consumer markets. In 1946, one Amer- 
ican family in ten had an income over $5,000; 





by 1953 the proportion had swollen to three 04 ws “a 
in ten. Conversely, in 1946, 40% of Amer- Ist QTR 1954 1st QTR 1955 


ican families had incomes less than $2,000; 
by 1953, the proportion had shrunk to 23%. 


These income figures are buttressed by Source of 






~~ PERSONAL CONSUMPTION EXPENDITURES 
NEED TO RISE $20.7 BILLION 











~~~ PRIVATE INVESTMENT (INC. NET FOREIGN) 
NEEDS TO RISE $13.7 BILLION 


~-- GOVERNMENT PURCHASES NEED TO RISE 
$2.8 BILLION 


SEASONALLY ADJUSTED ANNUAL RATES 


Ist Qtr 1954 Data: Department of Commerce 





unprecedented holdings of liquid assets by 





American families. About three out of four 
families now hold some form of liquid assets— 


cash, bank deposits, savings and loan shares, AND FULL PRODUCTION 

U. S. Savings bonds, corporate securities— — 

nd the aver: holding is now close to 

: oe ae Wess Seeaens 500.0 ----- GROSS NATIONAL PRODUCT UP $136.1 


$1,000. Both these figures are far in excess of 500 
any earlier experience, as is the current total 
of almost $400 billion in liquid reserves now 
available to the consumer sector as a whole. 400 F 





WHAT WE CAN DO BY 1960 AT FULL EMPLOYMENT 








BILLION 





It is often argued that the holdings of 
these liquid assets are highly concentrated 
among higher income groups. This is cer- 
tainly true: in faet, over half of all families 
with incomes below $2,000 hold no liquid 200 


300 





—- PERSONAL CONSUMPTION EXPENDITURES 
UP $102.3 BILLION 














assets at all. However, very significant levels 
of asset holdings appear in the $3,000-$5,000 
gpoups—the lower-middle levels where dis- 100 
cretionary spending begins to be of impor- 
tance. And in upper income ranges, the 
presence of heavy asset holdings has been 
a boon to the markets for big-ticket items 
(cars, household goods) which would not 
benefit greatly if assets were equally dis- 
tributed, in small amounts, throughout all 











* Low Estimate 
Source of Ist Qtr 1953 Data: Department of Commerce 


-- - PRIVATE INVESTMENT (INC. NET FOREIGN 
INVESTMENT) UP $27.2 BILLION 


— GOVERNMENT PURCHASES UP $6.6 BILLION 


ACTUAL PROJECTED* 


1st QTR 1953 4th QTR 1960 
SEASONALLY ADJUSTED ANNUAL RATES 
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FINAL SHOW-DOWN ON 





PUBLIC VS. PRIVATE POWER 


By MeLELLAN SMITH 


- om two decades of Government en- 
croachment into the power field, the chances are 
that the problem is moving toward a solution which 
will hold for many years to come. In effect, the 
present Administration takes the view that where 
private power can operate in the public interest as 
well as its own, it should be permitted to do so; 
where only the Government can operate, Govern- 
ment should do the job. However, Administration 
policies portend a much more limited area of Gov- 
ernment operation—an expanded area of private 
operation. This makes a difference, but the problem 
has political implications. The new Congress, if of 
a different Political Party, can reverse—or at least 
stymie the Administration’s plans to let private enter_ 
prise develop power resources -to the utmost of its 
ability with Government operating only where 
private development is not feasible. 

A prime objective of the Administration is to 
halt the establishment of facilities which pay no 
taxes, and borrow funds from the Federal Treasury 
at negligible interest rates, as is the case with the 
Tennessee Valley Authority.. There is little which 
may be done about TVA at this late date, but there 
are very plain indications the Administration feels 
it is time to call a halt to its expansion into areas 
properly to be left to private development. It is 
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obvious that private enterprise cannot come into 
the picture if it is faced with the competition of an 
untaxed Government operation which also has the 
use of Treasury funds at little or no interest. 
President Eisenhower, in his Budget Message of 
January 21, 1954, recognized the unfairness of this 
usage of Federal funds when he proposed that “an 
adequate rate of interest be paid to the Treasury 
on public funds invested in power facilities of the 
Tennessee Valley Authority.” The so-called Dixon- 
Yates contract, of which more later, is another in- 
dication the Administration has definitely embarked 
upon a course designed to give private power its 
opportunity of development in regions where Fed- 
eral development is not made necessary by some 
unusual condition. 


What About “Snake River’? 


In areas other than that of TVA, secretary of 
Interior Douglas McKay has made it plain that 
Government prefers that private industry develop 
our hydro-electric potentials. He has done this in 
numbers of statements, while he implemented those 
statements with his ruling on the Snake River 
development in Idaho. Here it was proposed that the 
Federal Government build a single huge multi- 
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COSTS: TVA & PRIVATE UTILITY 


June 1933, June 1952, Incl. 


1. TVA River Plant Investment* $1,190,900,000 


2. Interest Cost to U.S. Treasury 150,000,000 | 
3. Additional Interest Cost to 

Private Utility 284,400,000 
4. TVA Pay’ts in lieu of Taxes 26,200,000 | 
5. Additional Tax Cost to Pri- 

vate Utility 346,400,000 


*Includes cost of Wilson Dam and steam plants, interest dur- 
ing construction, and workmen’s compensation charges. 





From its inception in 1933, through June 30, 
1952, TVA power operations received an 
interest subsidy of $434 million and a tax sub- 
sidy of $346 million. 


























purpose dam in Hell’s Canyon at a cost of around 
$400 million. McKay ruled this out in favor of the 
Idaho Power Co., which has been licensed by the 
Federal Power Commission to build three smaller 
dams in the Snake. The power output will not be 
as great as the proposed single Federal dam, but it 
will be greater in proportion to investment than 
that of the Federal proposal. In addition, the power 
company’s physical properties will be on the tax 
rolls of the State and its revenues will be taxed 
by the Federal Treasury. It can be added that the 
company’s plan of development will do less harm 
to farmers depending upon Snake River water for 
irrigation, 

The foregoing—TVA and Snake River—have been 
touched on briefly at the outset to give the reader 


some indication of the Administration’s thinking 
on public and private power developments. What 
the nation and the Administration desire is full 
development of its power resources without unneces- 
sary and wntaxed competition from the Government. 
In an expanding economy this is vital, and for that 
reason the public versus private power argument 
is of enormous significance. If private power can 
have its full opportunity, the nation will get the 
needed power much more quickly than if the Gov- 
ernment monopolizes this activity. Private enter- 
prise, spurred by legitimate profit motive, moves 
more swiftly in development than does a Federal 
bureaucracy with an eye more to political considera- 
tions than practical realities. 

Obviously, if private enterprise is freed from 
unfair Government competition and undue Govern- 
ment restrictions, it can do a more businesslike job. 
This is of importance to investors in public utilities 
securities, but not to that group alone. Investors in 
companies manufacturing utilities equipment will 
be provided a broader base for future sales than 
would be possible if the field were relatively re- 
stricted to the slower-moving Government develop- 
ments. Still others to gain would be those industries 
needing greater power supplies at the earliest 
possible moment. It is true that the private power 
industry has expanded rapidly in the past decade, 
despite existing Federal restrictions. But, looking 
to the future, it is debatable whether private power 
can make as much progress from this point onward 
without the assurance it can operate more freely 
and with less competition from Government. 


Federal Power Program 


it might be well to review briefly 
(Please turn to page 42) 


At this point 


the Federal! electric 








Ghio Valley Atomic Energy Plant: 
- American Gas & Electric Co.: 
Appalachian Electric Power Co. 
Indiana & Michigan Electric Co. 
The Ohio Power Co. 
The Cincinnati Gas & Electric Co. 
Columbus & Southern Chio Elec. Co. 
The Dayton Power & Light Co. 
Kentucky Utilities Co. 
Louisville Gas & Electric Co. 
Ohio Edison Co. 
Pennsylvania Power Co. 
So. Indiana Gas & Electric Co. 
The Toledo Edison Co. 
The West Penn Electric Co. 
Monongahela Power Co. 
The Potomac Edison Co. 
West Penn Power Co. 





Paducah, Kentucky, Atomic Energy Plant: 





Central Illinois Public Service Co. 
Illinois Power Co. 


PUBLIC UTILITY COMPANIES LOCATED IN GOVERNMENT POWER PROJECT AREAS 


Middle South Utilities Co. 
Union Electric Co. of Missouri 
South Carolina Electric & Gas Co. 


| 
Kentucky Utilities Co. 
| 


involved in TVA contracts: 
Middle South Utilities, Inc. 
Southern Co. 


St. Lawrence River Power Project: 


Central Hudson Gas & Electric Corp. 
Consolidated Edison of N. Y. (potentially) 
New York State Electric & Gas Corp. 
Niagara Mohawk Power Corp. 
Rochester Gas & Electric Corp. 


The Snake River: 





Idaho Power Co. 

Columbia River Basin: 

7 Montana Power Co. 

Pacific Power & Light Co. 
Portland General Electric Co. 
Washington Water Power Co. 


Puget Sound Power & Light Co. 
































evade «=: HANDLING PENSION-WELFARE FUNDS 


hie ais hay 


By “VERITAS” 


MINORITY HOUSING is the latest FHA prospect, but 
it’s only in the talk stage. The program looks to 
more and better homes for the American minority 
groups. An advisory committee will convene in 
November and first item on the agenda will be how 





WASHINGTON SEES: 


Real purpose of the Hoover Commission study 
of the Department of Defense, just launched, is to 
separate the business operational work from the 
purely military activities at the Pentagon and that 
could be the best news business and industry 
have had in years. 

Military-trained men who rose to high position 
handling troops have been placed in charge of 
technical branches dealing with procurement and 
specifications, with which they have only the cur- 
sory acquaintance gained in brief courses at the 
numerous “schools” attended as routine. Before 
World War 2, it was safe to leave:control of the 
business-type matters in military hands. Industry’s 
specialists participated at arm’s length. But the 
various preparedness programs, a war, and a 
“police action” which funneled national indus- 
trial effort almost exclusively through the Pentagon 
demonstrated the need for non-military intelli- 
gence in the non-tactical departments of defense. 

Perhaps the first step of major importance was 
commissioning of William S. Knudsen as a wartime 
general. Only in that way could military brass of 
lower echelon be made responsive: General 
Knudsen could get things done in Washington in 
a businesslike manner, whereas Bill Knudsen of 
General Motors could not. 

President Eisenhower who had a close look 
at military shortcomings in peace and in war 
appointed Charles E. Wilson as Secretary of De- 
fense to enlarge the idea of separation between 
the business-type and military tactic aspects of 
national security. Picked as a task force to study 
and recommend are men whose life histories are 
industrial and business success stories. And Ike 
won't tie their hands. 
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to provide greater quantities of housing credit sup- 
ply for minority borrowers. FHA’s studies convince 
Administrator Albert M. Cole that home loans to 
Negroes is good business, regarded as such by 
“today’s forward-looking lenders and community 
leaders.”’ The obvious implication is that the federal 
government will be required to step in and fill the 
void if financing companies and builders do not act 
on this appraisal. 


RESERVE force of industrial and business manage- 
ment will be recruited by the government along the 
lines of military establishment. Men with the know- 
how the nation must have in Washington will be 
interviewed now; they’ll be asked about their avail- 
ability to come to the Capital on short notice, and 
to stipulate how long their services can be spared 
by their own companies. Starting point will be a 
reserve force of 500 specialists, to be on tap for the 
Office of Defense Mobilization. The Air Force will 
require almost as many. But the persons selected 
won’t be asked for peacetime guidance; they’ll be 
called only in case of war or critical emergency. 
Farm and labor specialists will be included. They’ll 
be dollar-a-year men for the most part. 


DETERMINED to have a report and legislative recom- 
mendations for action by congress early in the new 
session, Rep. Samuel K. McConnell is personally 
heading the subcommittee now on the trail of evi- 
dence to sustain, or refute, the charge that union 
welfare and pension funds are being mishandled. 
McConnell is chairman of the full committee on 
labor. Coming from a politically “safe” republican 
district, he will devote normal campaign time to 
beginning on the West Coast. But that isn’t the 
hideaway region of first magnitude; the committee 
expects to find more basis for laws requiring relief- 
pension fund reports when it reaches the automo- 
bile and the coal mining centers. 


“‘PRO-EMPLOYER” label which is being affixed to the 
National Labor Relations Board with more emphasis 
than in the past (and with rather convincing evi- 
dence that, either by coincidence or Board leaning, 
management has been having the best of it) is 
worrying Chairman Guy Farmer. 
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Secretary Benson's secret weapon for making the 
farmers happy in an election year (the GOP must suffer 

no losses in the agricultural belt if it is to stay 

in the running as a "party in power") is taking form. The 
Administration knew when it originated the 

flexible support drive this year that it would be 
unpopular with the farmers at the start, depended on 

time to establish its worth. Meanwhile it is 

becoming apparent that a softening of the 1955 crop 
regulations, at the interpretive level, is to be brought 
about. 


























Acreage allotments for the 1955 crop corn, 
wheat and cotton probably will total around 40 million acres 
less than acreage planted to these crops in 1953 (base 
year for determining "total allotments" under the 

new program.) USDA figures that about 900,000 farms will 
be affected by the total; they account for 

about 80 per cent of the total production of allotment crops. On this basis, the new 
program could force as much as 30 million acres to hay, cover crops and the 
like—acreage which, presumably, was devoted to cash crops in 1955. But the Depart- 
ment of Agriculture is letting word filter down the line that all figures are subject 

to "adjustment" at the local level, where the pressures are most readily felt. 

This will be done where drought or other conditions "beyond the control of the 
operator" made 1953 a year not representative of the norm. 





























But the more important thing from the viewpoint of the farmer, who may 
not want to be the martyr in a period of income adjustment, and therefore also 
from the viewpoint of the consumer who'll pay the price eventually, is the nature of the 
penalty for non-compliance. Except for wheat, cotton, peanuts and tobacco, which 
will be under marketing quotas, the enforcement arm is loss of price support. 
It is predicted that many farmers may elect, to forego price support in order to get 
cash crop income from the diverted acres. But no matter how the regulations 
are extended, or even tortured, farm organizations say their members just won't have 
the money to do normal buying next year. USDA isn't arguing with that statement, 
but says the real benefits will begin flowing two years hence—small sacrifice 
for long-needed adjustment which the Department says means years of farm prosperity 
ahead. 



































The heat will be turned on congress from both sides when the lawmakers 
take up the subject of foreign trade policy revision next January. President Eisenhower, 
confessing in effect that the Administration let time slip away this year, will 
have ready for congressional examination in January, complete economic reports and 
the results of international exchanges on the subject. It sounds formidable. 
But so, also, does the other side: 60 industries, agricultural enterprises, and labor 
unions who say the Eisenhower policy would aggravate an already perilous 
situation confronting producers and their employees. The protests are being funneled 
through a nationwide Committee on Import=-Export Policy. 




















Hundreds of companies and hundreds of thousands of payrollers are banded 
in the fight to dam back the flow of "cheap imports, made possible by poorly-paid 
labor, living under substandard conditions." The contention that Ike would 
carry this even beyond the present danger point is argued on the basis of the studies 
now in force, the President's message to congress this year, the effort to 
obtain a three-year extension of the Reciprocal Trade Agreement Act (congress extended 
it one year), and the fact that five of the last six U. S. Tariff Commission 
recommendations for tariff or quota changes designed to protect American industry 
were rejected. 
































If the National Committee draws substantial membership and interest from the 
groups it claims to represent (industry, agriculture, and labor unions) it must 
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be conceded that its Capitol Hill vote potential is enormous. And they intend to use it 
by convincing the congressmen that the Tariff Commission and the White House 

are ignoring the Escape Clause—the protection, they say, which made extension of 

the trade agreement act possible. Under this clause, this government is supposed to 
move in when trade agreements bring about a glutting of our market by cheap imports, 
endangering domestic production. 








Attempt will be made to throw out Ike's report on the Geneva Conference 
on Tariffs and Trade, soon to take place. This country's participation in such a treaty- 
making deal is unconstitutional, not having been ratified in advance by congress, 
it will be argued. Among the groups most active in the Committee work are representatives 
of glassware, lace and textiles, pottery, cattle raisers, bicycle and motorcycle 
manufacturers, chemicals, wine and tree nut growers, farmers, coal, lead, 
and Zine miners, fisheries, and lumbermen. 

















Washington received with frankly expressed disbelief, the word that Gov. 
Thomas E. Dewey has renounced public office for the remainder of his life. The 
usual response was: "What? Again!" Dewey's retirements and returns to the center of the 
stage have followed the pattern of the late Sir Harry Lauder. He disclaimed interest 
in another try for the Presidency, then went after it; he-wouldn't be a candidate 
for re-election as governor of New York, then sought it successfully. Those 














let Senator M. Irving Ives out on the limb so far (Ives announced he'd accept the 
nomination to succeed Dewey), if it weren't going to stick this time. Then, 

too, many say Ike will seek a second White House term, which would rule Dewey out of a 
third shot for the top job. And as a by-product he has probably succeeded in dealing 

a blow at the Roosevelt political clan. Most people think he defeated Franklin D. Roosevelt, 
jr., without running against him. They say now it will be Ives vs. Harriman. 




















and the disparities will be matters of degree but none can dispute the fact that all 
records agree the national economy has used the federal government as a crutch 
iess in the past year than at any other time since the Korean war ended. 

Money has not been force-fed from Washington. Some of the states and cities have 
made work here and there, launched public building programs, or other works. 
































Self-help has shown its effectiveness when a community is determined to save 
itself from sinking into the business doldrums. An industrial promotion program 
in Scranton, Pa., brought 55 new factories into the area. Prodded into action by 
the closing of 29 coal mines, a committee of businessmen, working through 
the Chamber of Commerce and with other citizen groups, raised $4 million through bond 
drives and capital contributions to a nonprofit corporation. The banks extended 
credit support and the corporation built plant for new industries. Rental rates, with 
purchase options were set at attractive levels. Unemployment faded and the 
economic base was stabilized. 





























member of the house labor committee in the event the democrats win control of the House 
of Representatives in November, his present thinking on Taft-Hartley Act seems 
important. As second-from-top, Kelly would head the major hearing sub-committees. 

On Labor Day, he said: "While the act (Taft-Hartley) has hurt many unions in 

many ways, its full force and effect have not yet been felt. Now we are reaching this 
critical stage. Unemployment is a major national crisis. If this condition 

continues, you will see more and more anti=-labor employers trying to use Tart-Hartley 























— ee ee 


of vast unemployment." (The speech was made at Lewistown, which is in Mifflin 
County, slightly to the right of Centre County and (again mapwise) far to the left of 
Moscow, Lackawanna County, Pa.) 
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GREAT LAKES -ST. LAWRENCE SEAWAY 3: 
CAN OPEN INLAND PORTS TO OCEAN SHIPS :: 
AND LEAD TO 3.5 MILLION- HORSEPOWER ; 
ELECTRIC DEVELOPMENT. 


Canada Adjusts to 
NEW BASE FOR EXPANSION 


By V. L. 


(Editor’s Note: In recent years, Canada has been 
the scene of extraordinary economic development, 
marked particularly by the exploitation of its fabu- 
lous natural resources. At the same time, its indus- 
trial capacity is expanding to meet the needs of a 
growing population. It is not surprising, therefore, 
that American investors should be taking a great 
interest in the affairs of our busy northern neighbor. 
However, it is necessary to remind our readers 
that Canada is still in the earlier stages of its 
economic progress in which, as in our own country 
at a similar stage of its history, extreme speculative 
activity necessarily plays a great part. For that 
reason, investors must be careful to distinguish 
between the sounder Canadian enterprises and those 
that still require intensive development before they 
can emerge into the ranks of solid business enter- 
prises. Many failures are bound to attend these 
ventures in their initial phases. 

In order to assist our readers in exercising sound 
judgment regarding Canadian securities, we have 
listed 17 of the most representative of Canada’s 
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HOROTH 


stronger corporations. Many of these are already 
well known to American investors. Mr. Horoth’s 
illuminating article concerns itself mainly with the 
broader aspects of more recent developments in 
connection with the expansion of the economic re- 
sources of the Dominion, 


to all expectations, there has 
been no slackening of the pace at which our neigh- 
bors in Canada are pushing their economic frontier 
northward throughout the whole 3,000-mile width 
of the Dominion from Labrador to the Yukon. Never 
has there been so much exploratory activity, such 
extensive probing for new mineral and waterpower 
resources. Mineralogists and engineers rub shoulders 
with the Eskimos along the icy, treeless shores of 
the Arctic Ocean. The reports of new mineral dis- 
coveries ring with such picturesque names as Yel- 
lowknife, Heron Bay, and Copper River. 
A striking number of great projects—such as the 
huge aluminium plant at Kitimat in British Colum- 
bia—are nearing completion, and even greater 


19 





| 
| 








projects, such as the St. Lawrence Seaway, are in 
the planning stage. Throughout the width and 
breadth of Canada construction of dams, factories 
and grain elevators is proceeding at an unprece- 
dented rate. New highways and railroads are being 
thrust northward over the muskeg country into 
the polar tundra, and across the Northern Rockies 
into the valleys of mighty rivers flowing toward 
Alaska. New cities are rising, modern with elec- 
tricity and schools, where only Indian fishing camps 
existed before, while the older cities on the prairies 
are building new factories, extending transportation 
and communication facilities, and generally bustling 
with activity. 

What happened in the United States in the post- 
Civil War days when the frontier was pushed west- 
ward is taking place today, in Canada under the 
stimulus of the Second World War and, even more 
so, under the stimulus of the Free World’s defense 
effort against communist imperialism. There is one 
difference: the process is much faster in Canada 
despite climatic difficulties. It is faster because of 
modern science and machinery and because of the 
airplane and the helicopter. Air transport has made 
possible not only rapid exploration from the air 
but also quick construction. The opening of huge 
iron deposits in the wilderness of central Labrador 
has been speeded by air transport of much of the 
ore mining equipment, hydro-electric machinery, 
and road and railway building equipment. 

Canada is no longer merely a long, narrow strip 
of country, over 3000 miles long and no more than 
300 miles deep along the northern frontier of the 
United States. She has become one of the greatest 
manufacturing countries in the world. From the 
northern reaches of British Columbia, Alberta, 
Saskatchewan, Manitoba, and Ontario, economic 
activity is now beginning to spill over northward 
into the territories, some with old names such as 
the Yukon, some with new names such as Mackenzie 
and Keewatin, all bound to become important in 
the future. These territories with the northern 
archipelago account for almost 45 per cent of Can- 


ada, equivalent to half the area of the continental 
United States. 


The Mineral Discoveries 


Uranium: The mineral development of the huge 
Mackenzie Territory was sparked by the pre-World 
War II discovery of rich pitchblende deposits near 
what is now Port Radium on Great Bear Lake, as 
a result of which Canada has come to rank as 
possibly the second largest world producer of 
uranium. Since then, four new major deposits have 
been discovered. The most important of these is 
extremely large, perhaps the largest known in 
North America; located at Beaverlodge on Lake 
Athabaska in the northwestern corner of Saskatche- 
wan; the gross value of the main ore body is esti- 
mated at about $130 million. It has been exploited 
for more than a year now by Gunnar Gold Mines 
for the Eldorado Mining and Refining Company, 
the government agency that controls all uranium 
production in Canada, and is itself a big producer 
of uranium. A city called Uranium is now being 
built on the shores of Beaverlodge Lake by the 
Saskatchewan Government, which will also extend 
transportation facilities to the area. 

Another recently discovered field, exploited by 
Algom Uranium and Pronto Uranium Mines, is 
located some distance inland, north of Lake Su- 
perior. Production is scheduled to start about a year 
from now. Other uranium ore deposits have been 
reported from the Bancroft-North Bay area in 
Eastern Ontario and from Northern Quebec. While 
the base price for uranium ore is $7.25 a pound, 
the Canadian companies are being paid premium 
prices ranging from $9.50 to $11.50 a pound. 

Lead-Zinc-Copper Ore Discoveries: Canada has 
been the second largest world producer of zine and 
the fourth ranking producer of lead and copper. 
Since many of the new discoveries concern multi- 
metal ores, they are here treated together. 

The most important discovery emerged last year 
in the northeastern section of New Brunswick, near 
































17 Leading Canadian Stocks 
cee ae Ist Half 1954 
Earnings Div. Earnings Indicated Indicated 

Per Per Per Full Year Price Range Recent Div. 

Share Share Share Div. 1953-54 Price Yield 
Aluminium, Ltd. saseviciens) UO $ 2.00 $ 1.09 $ 2.00 7432-4134 69 2.9% 
British American Oil wsisanoae 2.40 .60 .701 77 27%2-17 29 2.6 
Calgary & Edmonton Corp. Bsus 9 10 n.a. 10 1358- 7 13 7.6 
Canada Cement oe 6.97 3.00 n.a. 3.00 1302-72 125 2.4 
Canadian Pacific Railway ; . . 2.05 1.50 n.a. 1.50 34 -21 27 55 
Consolidated Mining & Smelting as 1.23 1.35 n.a. 1.20 3558-2214 30 4.0 
Dome Mines Suiaaee .86 70 .40 70 2332-137 17 4.1 
Dominion Steel & Coal : 1.86 1.00 n.a. 1.00 1634-1014 13 7.6 
Ford Motor of Canada “A” ; 12.07 3.00 n.a. 4.25 102 -59 99 4.2 
Imperial Oil 1.61 80 8.7 90 37-2712 36 2.5 
International Nickel ene 3.55 2.35 2.17 2.35 4834-3412 48 4.8 
Massey-Harris-Ferguson : .96 .60 n.a. .60 105%%- 712 8 75 
Mcintyre Porcupine Mines ei 2.93 3.00 722 3.00 712-52 65 4.6 
Royalite Oil Co., Ltd. ’ .26 .26 n.a. .26 1734-1084 12 2.3 
Shawinigan Water & Power : 2.26 1.45 1.20 1.45 54 -37% 51 2.8 
Steel Co. of Canada ae 3.85 1.10 n.a. 1.30 39 -28 37 3.5 
Union Gas Co. of Canada ee 2.42 1.20 n.a. 1.40 4414-2678 42 3.3 

n.a.—Not available. 1—4 months ended April 30, 1954. 
~—Quarter ended June 30. 
ceranenense “om 
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the city of Bathurst, in an area previously written 
off as a mineral producer. The ore body, containing 
enough silver, zinc, lead, and also sulphur to exceed 
the billion-dollar mark at present prices, has been 
staked by three companies: Brunswick Mining and 
Smelting Corporation, which holds control over some 
75 million tons of ore alone, Anacon Lead Mines 
Ltd., and Leadridge Mining Company Ltd., a sub- 
sidiary of St. Joseph Lead Co. The most economical 
method of getting the ore out seems to be by a 
railroad about 50 miles long to the Gulf of St. Law- 
rence and then by ship to smelting centers in the 
United States and Canada. 

Near Manitoowadge Lake in the Blind River area 
of Eastern Ontario (just north of Lake Huron), 
another important find was made last year of rich 
copper-zinc ores which, once developed, will prob- 
ably make this one of the largest producing areas. 
The area is fairly easily accessible from a nearby 
station on the Canadian Pacific. Principal interest in 
several thousand claims is held by Geco Mines, 
backed principally by Consolidated Howey Gold 
Mines and American Metal Co. 

Still another copper-lead-zinc complex has been 
discovered in the Pelley River area in the Yukon 
territory by Prospectors Airways Co., but exploita- 
tion will probably have to wait. Meanwhile some of 
the older projects are nearing completion or have 
started producing. The exploration of great zinc-lead 
deposits near the old gold-mining town of Yellow- 
knife on Great Slave Lake is well advanced, and a 
permanent township is being built. A large copper 
smelter is being completed for Gaspe Mines, a sub- 
sidiary of Noranda Mines, on the Gaspe Penninsula 
in Quebec, while in the newly opened Chibougamou 
area in central Quebec a small copper smelter owned 
by Opemiska Copper Mines started operating in 
19538. Meanwhile a new producer Barvue Mines, in 
the Amos district in northern Quebec, has been 
expanding its zine output steadily despite a lower 
price for the metal. 

Nickel: Canada has long been the premier source 
of nickel, the largest producers being International 
Nickel and Falconbridge Nickel, with mines located 
principally in the Sudbury District of Ontario. This 
year, with a railway finally extended through scrub 
and muskeg wilderness, the Lynn Lake properties 
of Sheritt-Gordon’s nickel and copper mines 




















nena ae 
Canada — Principal Statistics 

1939 1949 1952 1953 
Steel (million tons) 1.4 2.9 3.4 DS 
Coal (million tons) 13.4 15.6 14.1 12.6 
Petroleum (million tons) 1.0 a7 8.3 10.9 
Newsprint (million tons) ; 2.9 4.7 5.2 5.7 
Lumber (billion feet) 1.7 2.6 3.2 3.1 
Synthetic rubber (thou. tons) 47.4 75.5 82.4 
Gold (million fine ounces) 5.2 4.1 4.4 4.1 
Silver (million fine ounces) 23.2 17.6 25.2 28.4 
Copper (million fine pounds)! 608 527 516 508 
Nickel (million fine pounds) 226 257 281 286 
Lead (million fine pounds)! 389 319 337 391 
Zine (million fine pounds)! 395 576 744 800 
Iron ore (million tons) 3.3 47 5.9 
Asbestos (thousand tons) 361 575 929 911 
Natural gas (billion cu. meters) 1.0 1.7 a5 29 
Cement (billion tons) 9 a5 2.9 3.6 

1—Total metal content. 


























tanium, Thanks to cheap and plentiful waterpower, 
Canada produces about 25% of the world’s output of 
aluminum. This proportion will increase materially 
when the Kitimat project of Aluminium Co. Ltd. of 
Canada is completed. The Kemano powerhouse, 
which is located inside a mountain and which will 
feed the smelter at Kitimat, is almost finished. The 
project defies imagination. The initial installed ca- 
pacity will be 450,000-hp and the output about 
83,000 tons annually, based on converting bauxite 
from Jamaica and fluorspar from Newfoundland. 
Ultimately this world’s largest smelter will have an 
installed capacity of some 2,200,000-hp, with produc- 
tion exceeding 500,000 tons a year, almost as much 
aluminum as the whole world produced back in the 
thirties. 

But Kitimat is only one of Alean’s many expansion 
projects. The company is also constructing two new 
powerhouses on the Peribonka River in Quebec, 
which will raise its power generating capacity in 
this province by more than 500,000-hp to over 
2,000,000-hp and its smelting capacity to 500,000 
metric tons of aluminum a year. The expansion pro- 
gram is based on the growing needs for aluminum 
throughout the Free World. Compared to the 16 lbs. 
per capita consumed (Please turn to page 55) 





are expected to contribute to production. ® 
Last year East Rim Nickel was among the 
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new Sudbury producers. Good nickel deposits | *¥‘llers $ Millions 
have been discovered near Lynx Lake, | [ — LC 

Kenora, Ontario, at Rankin Inlet on the west ee ee 

coast of Hudson Bay, near Montmagny in |so00| ~"7~'P°TtS 4444 Trade Surples | 3000 


Eastern Quebec, and, finally, at Klouane 
Lake in the Yukon Territory. 
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Asbestos: The Quebec region is probably — |2s00 
the world’s greatest single producer of this 
important mineral, the use of which is con- 
stantly expanding. A huge new deposit dis-  ]2000 
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covered in 1953 in this area beneath Black 
Lake is to be exploited by United Asbestos 


Corporation Ltd. in partnership with Amer- _ |1s00 > 


ican Smelting and Refining, but the lake will 
have to be drained to permit open-pit mining. 
In northern British Columbia, Cassair As-  |1000 
bestos Corporation Ltd. has begun to exploit 
an asbestos deposit estimated at 7 million 
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CANDIDATES 


a FOR YEAR-END 
DIVIDEND 
INCREASES 


* 


By J. C. CLIFFORD 


» aw Yuletide bonanza is in prospect 
for investors this year. Despite apprehension over 
business trends experienced early in the year, all 
indications point to a new high in extra and special 
dividends around the Christmas holidays. Several 
reasons may be cited to raise this happy vision. 

In the first place, bonus payments in the fourth 
quarter this year probably would compare favor- 
ably with those of a year ago even if industrial 
activity were at a lower ebb, for many manage- 
ments deferred year-end extras twelve months ago 
until December 31 because of tax reasons. Pay- 
ments were made in January instead of in Decem- 
ber in a great many instances to permit stock- 
holders to gain the benefit of lower personal in- 
come tax rates which became effective after the 
close of 1953. Other things being equal, therefore, 
distributions this year normally might expect to 
revert to the old pattern and to be paid before 
December 31, hereby contributing to a fatter 1954 
dividend check for the average owner of common 
stocks. A second reason for anticipating liberal- 
ity on the part of managements is to be found in 
the fact that directors fee] that more nearly normal 
conditions justify distribution of a higher percent- 
age of profits. Elimination of excess profits taxes, 
for example, has resulted in distinct improvement 
in earnings for many companies. Many such con- 
cerns would have paid larger 1953 dividends had 
not there been a need for conservation of cash to 
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meet income tax payments attributable to EPT. 
In addition, with financing conditions so favorable, 
some managements would feel tempted to borrow 
needed funds at low rates and pay out a larger 
share of earnings as a measure of improving credit 
relations. 





Financial Improvement Stimulates Payments 


As a matter of fact, the need of retaining earn- 
ings for expansion programs is becoming less 
urgent because most developments of this kind 
have been virtually completed. Withholding of earn- 
ings to provide funds for improvements will be- 
come even less urgent in the coming year. Balance 
sheets have been bulwarked, productive facilities 
have been modernized and expansion to provide 
for larger output no longer is so important as in 
recent years. All of these factors have contributed 
to a willingness to reward patient stockholders 
who went without while labor gained most of the 
benefits of the postwar boom. 

It would be a mistake, of course to assume that 
the reassuring outlook has universal applications. 
One need only stop to ponder unfavorable factors 
in certain industries and to recall adverse dividend 
developments brought to light in- recent months 
to realize that the selectivity which has charac- 
terized the stock market may be expected to prevail 
no less prominently in dividend decisions. 
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Abbott Laboratories* 
Allied Chemical & Dye* 
Amerada Pete* 
American Home Products* 
Armstrong Cork* 
Atchison, Topeka & Santa Fe* 
Atlantic Coast Line* 

Atlas Powder* 

Beatrice Foods* 

Borden Co.* 
Borg-Warner* 

Burroughs Corp.* 
Certain-teed Products* 
Chicago Pneumatic Tool* 
Cities Service Co.* 
Clevite Corp.** 

Cluett Peabody* 
Coca-Cola* 

Columbia Broadcasting “A’’* 
Container Corp. of Amer.* 
Continental Oil* 

Corning Glass* 

Corn Products* 

Crane Co.** 

Cutler Hammer* 

Douglas Aircraft* 

Du Pont* 

Eaton Mfg.** 

Electric Storage Battery ** 
Elliott Co.* : 
Firestone Tire & Rubber* 
Flintkote Co.* 

General Cigar* 

General Electric** 
General Portland Cement* 
Genera! Railway Signal* 
General Refractories* 
Gillette Co.** 

Grace (W. R.) & Co.* 
Great Northern Paper* 
Hercules Powder* 
Hershey Chocolate** 
Houdaille Hershey** 
Inland Steel* 

Jewell Tea* 
Johns-Manville* 

Johnson & Johnson** 

Joy Mfg.** 

Kennecott Copper* 

Kroger Co.* 


Bendix Aviation* 
Bethlehem Steel* 
Boeing Airplane* 
Fairchild Engine & Airplane* 
General Motors* 


M to Ch ical* 





Special 
Cash Div. 
Paid 1953 
Year-End 

$ .05 

.60 
1.00 
.50 
70 
2.00 
1.00 
.80 
25 
.00 


-~ 


10 
122 
50 


US 


25 
75 
10 


25 
25 
.50 


50 
.50 
.40 
Py 
.50 
.20 
1.00 
1.00 
.50 
.40 
75 
A 
.60 
1.35 
.50 
.30 
.50 
.20 
125 
ao 
6212 
2.25 
.40 


Price Range 
1953-54 
4938- 39% 

101 - 62 

197 -148'2 
6334- 36% 
7634- 4834 
119%2- 86 

12612- 83% 
47\e- 31% 
5134- 34% 
74\2- 5242 
9134- 6434 
227%- 13%2 
22¥4- 1142 
3634- 207% 
10634- 7072 
30%- 18 

3734- 28% 
12534-107 

71 - 38% 
6412- 2834 
73 - 48% 
125 - 70 

82 - 67% 
3614- 25% 
61'%2- 313% 
92\2- 43 

14412- 91 

49\2- 36% 
3734- 23 

3358- 22 

83 - 5358 
35%- 25% 
25 - 16% 
48'2- 22% 
73¥2- 42% 
3734- 25 

25V4- 19 

68'2- 32% 
42\4- 2434 
7312- 49% 
9312- 60% 
444- 37% 
17 - 12 

67'2- 35% 
4812- 34 

7734- 5734 
6934- 5012 
3934- 29% 
877%2- 59% 


Recen 


Price 


45 
91 
180 
59 
75 
WI 
119 
a4 
47 
74 
88 
21 
20 
33 
98 
18 
36 
114 
62 
60 
69 
114 
80 
35 
53 
81 
137 
45 
23 
27 
77 
32 
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43 
69 
31 
23 
63 
39 
66 
89 
39 
14 
60 
44 
75 
65 
33 
83 
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Year-End Dividend Outlook for 100 Companies 


Libbey-Owens-Ford Glass* 
Liggett & Myers Tobacco* 
Link Belt** 

Lockheed Aircraft* 

Lone Star Cement* 
Lorillard (P.)* 

Lukens Steel** 

McCrory Stores** 
McGraw Electric* 
McGraw-Hill* 
Mid-Continent Petroleum* 
Minneapolis-Honeywell Reg.* 
Monarch Machine Tool* 
Montgomery Ward & Co.* 
National Steel** 

Nopco Chemical* 

Ohio Oil* 

Penn-Dixie Cement* 
Pennsylvania Salt* 
Penney (J. C.) Co.* 
Pfizer (Chas.) & Co.** 
Phelps Dodge* 

Pittsburgh Plate Glass* 
Pullman tnc.* 

Radio Corp. of America* 
Raybestos-Manhattan* 
Republic Steel* 

Richfield Oil* 

Ruberoid Co.* 

Sears, Roebuck & Co.* 
Simmons Co.** 
Socony-Vacuum* 

Square D Co.** 

Standard Brands* 
Standard Oil of N. J.* 
Stewart Warner** 
Sunbeam Corp.* 

Texas Co.* 

Texas Pacific Coal & Oil* 
Tidewater Associated Oil** 
Union Carbide & Carbon* 
Union Tank Car* 

United Air Lines* 

U. S. Gypsum* 

Western Auto Supply* 
Westinghouse Air Brake** 
Worthington Pump* 

Yale & Towne Mfg.* 
Youngstown Sheet & Tube* 
Zenith Radio* 


New Candidates for Year-End Special Dividends 


Price Range 
1953-54 
90'2- 50 
8212- 4434 
69%%4- 18% 
18%4- 6% 
8234- 5356 
97'2- 79 


Recent 


Price 


88 
79 
61 
16 
81 
85 





National Gypsum* 

Rohm & Haas* 

Twentieth Century-Fox Film* 
U. S. Steel* 

Western Union* 

White Motor Co.* 














*—Indicates favorable outlook for extra. 





**—Indicates uncertain outlook for 


Special 
Cash Div. 
Paid 1953 Price Range Recent 
Year-End 1953-54 Price 
.30 6034- 3334 56 
1.00 82 - 56 60 
.60 4734- 3534 43 
aa 44\4- 20% 41 
35 46\2- 26 43 
.40 30%2- 21% 24 
1.00 4534- 3658 43 
10 1558- 1134 14 
.50 101'2- 57% 98 
Py 60 - 2612 58 
25 91'2- 55% 90 
a 99'2- 5342 92 
15 27\e- 15% 23 
1.50 8038- 5352 74 
aa 5678- 40% 48 
5 24'2- 16 23 
By 69 - 497% 62 
_ -50 56'2- 30'2 - 51 
.50 52%4- 40% 46 
1.50 8912- 6534 84 
25 38 - 26 36 
40 43V4- 29% 40 
1.20 60 - 44 58 
1.00 57%4- 35% 53 
.20 35 - 215 32 
1.50 47\2- 35% 43 
.3712 6238- 4034 60 
.50 65 - 4334 55 
1.75 3938- 25% 38 
AS 69%- 56% 68 
1.00 37%4- 2818 35 
25 46'4- 30 45 
65 4134- 21% 36 
10 36%- 25 34 
PY 98 - 67 94 
35 2378- 1634 20 
.65 3934- 2412 37 
.40 75\e- 495% 72 
Py 4932- 3012 45 
5 27%4- 18% 21 
50 89 - 612 79 
10 31%2- 19%2 27 
.50 32'4- 21% 25 
1.50 184 -10334 172 
75 577%- 4342 48 
.40 29%e- 22% 25 
.50 4858- 26 43 
.50 49 - 31 45 
75 65 - 34 58 
1.00 84 - 62'2 69 
Price Range Recent 
1953-54 Price 
37'- 1758 33 
2614-115 249 
2812- 13'2 28 
56 - 33% 55 
56 - 3534 55 
36'2- 27 33 
extra. 
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As a partial guide for investors in looking ahead 
to the year-end, the accompanying tabulation has 
been prepared. This compilation presents an ab- 
breviated list. of companies that distributed special 
or larger-than-usual year-end dividends a year ago. 
Included also are several promising new candidates 
for bonus payments this year. An attempt has been 
made to select representative concerns which have 
registered earnings improvment that might justify 
larger payments, but it must be understood that 
such selections are not to be deemed forcasts. In 
this connection, too, an effort has been made to 
indicate where repetition of favorable action seems 
unlikely this year and where, on the other hand, 
year-end payments may be the same as a year ago 
or even more generous. 

As a further guide in assisting investors to peer 
into the future, the remainder of this discussion 
will be devoted to brief comments on individual 
companies in an attempt to clarify the outlook for 
the individual concern and also to suggest to some 
extent conditions affecting competitors in the same 
industry. A perusual of observations and support- 
ing statistical data should prove helpful in scanning 
market prospects for important stocks. The market 
position of several of the stocks mentioned below 
is treated separately in the article “Where Are 
1954’s Big Movers Headed Now’’? 


Allied Chemical has registered impressive gains 
in recent years in shifting emphasis from heavy 
chemicals to products affording wider profit mar- 
gins. Aggressive promotional activities have en- 
larged sales. With the benefit of tax relief, im- 
provement in earnings is anticipated in spite of 
heavier amortization charges incident to plant 
expansion financing. Dividends have been liberalized 
with an increase first to 60 cents from 50 cents 
quarterly and in the June quarter to 75 cents. 
Payments currently are at the annual rate of $3 
a share, the amount paid in 1953, when regular 
distributions of $2 were supplemented by an extra 
of $1. Prospects are regarded as promising for a 
moderate extra this year even though the regular 
rate has been raised. 


American Home Products has followed the prac- 
tice of declaring year-end extras for several years, 
supplementing regular monthly distributions. Such 
action usually has been taken after directors have 
had an opportunity to project results for the full 
year and have determined approximately what 
proportion of net profit should be distributed. In 
reflecting gradual improvement in earnings, aris- 
ing from greater emphasis on ethical drugs and 
other profitable lines, the regular monthly rate 
has been raised to 20 cents a share. A modest 
year-end extra may lift disbursements this year 
above the 1953 payout of $2.30 a share. 


Borden Co. is another company which has ad- 
hered to a conservative policy of paying modest 
interim dividends and distributing a year-end pay- 
ment based on estimated full year’s earnings. In- 
cluding special disbursements, payments to stock- 
holders have come to $2.80 a share annually for 
several years. Reflecting relief from EPT and 
larger sales volume, indicating that net profit may 
run ahead of last year’s $4.71 a share, payments 
in 1954 readily may exceed the $2.80 of 1953. 





Bendix Aviation, one of the leading manufac- 
turers of important aircraft mechanisms and auto- 
motive parts, has experienced another profitable 
year. In the fiscal period ended September 30 earn- 
ings may have approximated $9 a share, against 
$8.20 last year. Such a showing would seem to 
warrant consideration of a fairly substantial year- 
end extra or perhaps a stock dividend. 


Borg-Warner Corp., one of the major producer 
of automotive parts and accessories, has managed 
to achieve reasonably satisfactory results consid- 
ering keen competition and reduced volume of 
business in automotive lines. Better demand for 
new products and more satisfactory results in 
household appliances may have helped explain 
maintenance of earnings, Net profit may decline 
moderately from last year’s $9.77 a share. Results 
should prove adequate, however, to warrant pay- 
ment of the customary $1 extra to bring 1954 pay- 
ments to $5 a share. 


Cities Service Co., a growing integrated oil pro- 
ducer, refiner and marketer, has felt the adverse 
effects of narrower refinery margins and rising 
distribution costs. Earnings are expected to sag 
15 per cent or so from last year’s $13.05 a share, 
but net profit seems certain to provide sufficient 
coverage for an extra dividend of $1 a share to 
warrant favorable action. The regular quarterly 
payment of $1 a share has been in force for several 
years. 


Douglas Aircraft, a major manufacturer of mili- 
tary and commercial planes, guided missiles, etc., 
has experienced a sharp improvement in earnings 
this year in reflecting enlarged shipments. The 
order backlog remains well above $2,000 million. 
Net profit on sales which may come close to $1,000 
million for the year ending November 30 is esti- 
mated at $10 to $12 a share, against $7.73 on the 
current capitalization a year ago. A 2-for-1 stock 
split took place last May. An extra dividend in 
addition to the usual modest quarterly dividend 
appears a reasonable expectation. 


General Motors, major factor in motor car 
manufacturing, has been outstanding among pub- 
licly owned manufacturers in its field. Net profit 
is expected to rise comfortably above last year’s 
$6.25 a share, whereas most competitors are des- 
tined to report smaller earnings if any. Despite 
plans for extensive improvement of plant facilities, 
the company may feel warranted in declaring an 
extra dividend, since management traditionally has 
paid out a relatively high proportion of earnings. 


Liggett & Myers, one of the three major cigarette 
producers, is believed to be in line for the usual 
extra dividend this year in spite of difficulties being 
encountered in the industry. Earnings are expected 
to compare favorably with last year’s $5.50 a share 
with the benefit of slightly higher prices on the 
average and relief from excess profits taxes. Prob- 
lems have included keen competition for public 
preference in filter tip and king size smokes as well 
as indications of a slight decline in sales volume. 
Dividend payments have included $1 extra in addi- 
tion to regular $1 quarterly payments for several 
years. (Please turn to page 52) 
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5 Attractive Stocks 
With 
Unusual Features 


By OUR STAFF 


ahs market, having ascended in the past year 
to unusual heights, has made it increasingly difficult 
to make security selections on a reasonable price 
basis. However, as the pressure for investment re- 
mains great despite the high levels of the market, it 
becomes all the more necessary to make painstaking 
efforts to locate stocks that will afford interesting 
potentials for appreciation. Obviously, the number 
of such opportunities is now more limited than for- 
merly. Still, if the search is directed toward such 
issues which are somewhat off the beaten path, it is 
possible, even at this stage of the market, to uncover 
opportunities that may be quite rewarding. 

We have just completed a survey of a group of 
stocks which have only sporadically attracted public 
attention in the past few months but which seem to 
be rather outstanding nevertheless because of unusual 
features in connection with each of these companies. 
Of this number, we have selected five for the consid- 
eration of our readers. Each of these stocks has been, 
and continues to be, favorably affected by special 
developments likely to prove operative, more or less, 
independent of general business conditions. While not 
of true investment calibre, they may be said to fall 
into the classification of the “business man’s” type of 
investment. The five stocks are: The Babcock & Wil- 
cox Co.; Chicago Corp.; Combustion Engineering, 
Inc.; Food Machinery & Chemical Corp.; and West 
Virginia Pulp & Paper Co. 

In these groupings, we sometimes suggest a pack- 
age investment as a useful approach by investors 
who want to spread a semi-speculative commitment 
amoyg a small list of stocks, rather than concentrate 
funds in one or two. This package method might be 
adopted in the present instance, The average yield on 
the five stocks is approximately 4.4%. Salient fea- 
tures of each company in this list, together with perti- 
nent statistical data, are presented in the accompany- 
ing comments. 


2. 1954 




























































































































































































THE BABCOCK & WILCOX COMPANY 
BUSINESS: The company is a leading manufacturer of boilers and related 
equipment in a wide range for utilities, marine and heavy general indus- 
trial purposes. It is also a producer of stainless steel tubular products, 
specialty refractories, industrial equipment, steam flow and fluid meters, 
and combustion control equipment. Its Atomic Energy Division is engaged 
in research in design and fabrication of equipment for use with nuclear 
energy. 
OUTLOOK: Babcock & Wilcox, now in its 74th year is well entrenched as 
a manufacturer of evipment to generate steam from various types of fuel. 
Its strong position in this field, however, has been materially enhanced in 
later years through its continuous research and development program and 
its entry into other production fields, particularly in seamless and welded 
tubular products of carbon, alloy and stainless steel. So rapid has been the 
increase in demand for this latter product the company, under urgent 
demand, has expanded production capacity of its Tubular Products Divi- 
sions by 40 per cent. Rapid advancements in the atomic energy, aircraft 
and boiler industries has not only increased the need for stainless tubing, 
but made it essential to produce this tubing of unusual strength properties 
under conditions of high temperature and stress in keeping with techno- 
logical progress in the chemical, textile, food, paper and other industries. 
A considerable portion of the company’s research activities has been and 
is being devoted to nuclear energy equipment. B & W which supplied equip- 
ment for the ‘Nautilus,’ and is building equipment for the “Sea Wolf.’’ 
has already solved some of the unusual problems involved in the utilization 
of fissionable material as a fuel. It envisages the development of nuclear 
power units for many uses, including industrial heat and process applice- 
tions, central heating plants, package power plants and large-scale catalysis 
of chemical reactions, to mention just a few. The company closed its 1954 
first half-year with net equal to $4.56 a share as against $8.14 for full 1953. 
DIVIDENDS: Since the two-for-1 stock split in 1950, the shares have re- 
ceived dividends of $2 annually, plus 5% stock dividends in both 1953 
and 1954. 
MARKET ACTION: Recent price of 5912, compares with a 1953-54 price 
range of High—65%4, Low—35%4. At current price, the yield, exclusive of 
stock dividend, is 3.3%. 


COMPARATIVE BALANCE SHEET ITEMS 


ec. June 30 

1944 1954 Change 
ASSETS (000 om'tted) 
Cash & Marketable Securities $ 27,575 $ 11,600 —$ 15,975 
Receivables, Net 15,250 35.840 + 20590 
Unbilled Shipments, Etc. 2,734 23,939 21,205 
Inventories 12,781 41,204 -+- 28,423 
Advances on Contracts cr 2,596 cr 2,315 — 281 
TOTAL CURRENT ASSETS 55,744 110,268 + 54,524 
Net Property 5,465 34,861 + 29,396 
Inves'ments 3,571 4,444 + 873 
Other Assets 3,581 267 - 3,314 
TOTAL ASSETS $ 68,361 $149,840 +$ 81,479 
LIABILITIES 
Notes Payable—Banks $ 6,000 $ 6,000 
Accounts Payable $ 4,975 6,645 oo 1,676 
Accruals 5.986 13,124 + 7,138 
Tax Reserve 19,423 10,831 — 8,542 
TOTAL CURRENT LIABILITIES 30,384 36,650 + 6,266 
Other Liabilities 1,121 + 1,121 
Reserves 5,255 2,250 -- 3,005 
Long Term Debt 10,000 + 10,000 
Capital Stock 17,600 34,260 16,660 
Surplus 15,122 65,559 + 50.437 
TOTAL LIABILITIES S$ 68.361 $149, 840 $ 81,479 
WORKING CAPITAL $ 25,360 $ 73.618 $ 48,258 
CURRENT RATIO 1.8 3.0 + 12 
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CHICAGO CORP. CHI COMBUSTION ENGR'G CSP — 
| f Price Range #11 
1929 - 1935 
rs? be High - 53 —s 
iE 2 ES Low - 7 
yong 35 Long Term Debt: $15,000,000 == 
High - 13 om Minority Interest: $1,686, 463 
Low - 1 Shs. Cap. Stk: 1,016,365 - $1 par 
s - Fiscal year: Dec. 31 
. 30 = 
Long Term Debt: $4,608,982 [— ——! 95 
Shs. $3 Cv Pref: 100,000 - no par [— —H at 
Shs. Common: 3,324,197 - at par : qt 
Fiscal year: Dec. 31 qt ft iy 
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, oT ay 322 61_| .65 | 1.36 | 1.09] .95 | 1.07 | 1.20| 1.65 | £2.30 pam 2.97| 12,76] 2.58 | 2.651 h.62 | 7.12 | 6,92 | 9.35| 6.24] 6.15 | 7.25 3.48 | 3 
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E - Estimated Earnings 
{ 
i CHICAGO CORPORATION COMBUSTION ENGINEERING, INC. mmen 
! 
BUSINESS: Through subsidiaries and affiliates, this company, formerly BUSINESS: The company is one of the leading designers and manufac- this ¢ 
largely of an investment trust type, engages in production and processing turers of steam generating equipment for which its most important market and « 
of oil and natural gas, including manufacture of distillates, and is ener- is electric utility companies, It also manufactures pressure vessels, equip- and | 
getically pursuing a far-flung exploration program. ment for the processing industries, and is identified with atomic energy, garde 
actively participating in developments relative to the generation of power system 
OUTLOOK: While one of the smaller independents, Chicago Corp.’s man- from nuclear sources. cals f 
—— bs ner a ra ra <a ag and — = yore OUTLOOK: In comparison with other growth stocks currently selling on a — 
89 yao saat Aad pre ri re greery’ ee ae “ee weed 15 to 25-times-earnings-basis, Combustion Engineering’s common shares— 1949 
a ” thy 31 [ee ae eee Poa “* “te pape zs " ag its sole stock issue—at present market price, appears attractive as a long- | 
Mie m4 idin bri ee a8 nagar 000 erty A h oe "'Srange purchase. Although the company and its subsidiaries, which conduct si : 
Keres ys tm soins her a bri be ag ; ‘ ne rene ge a world-wide business, produce a variety of industrial products, its steam — id 
Apes <7 nd 205 on pa ne , . hede siiiade be oo - A he id. generating facilities definitely link it with the fast-expanding electric utility eh ck 
| "  eaces 4 ee ; r vrs b ae on bh lee woh aot : ns ; field, while demand for processing and other heavy equipment for new and ve sii 
pitow gic nn es igia reat aia dd. em sh ig ah T nll hed modernized industrial plants creates another important market for several $98 . 
| See dee 1 pronigrona vache wing 50 hyped me sae — whose lla years ahead if manufacturers in various basic industries are to keep pace . : 
sion Co. — re ty goreet ig tear Lo. “ w an. eorce with economic growth as is now indicated. Last year, the company had net ae 
ideale eign 7. + the me =  pemrage Ener ey a on sales of more than $170 million from which it realized net income, after “en 
a a a led oth t ooh ee I Jestish a the sme © paying income taxes including the equivalent of 88 cents a share in EPT, a 
- hee . ei oe to Ps pisibciasalss se if altace ce “ity ot te ig pi of $7.3 million, equal to $7.25 a share for its capital stock. Including the ngs 2 
- “ain over t # past tr Aaah wit daiteals Jp anon f a aan old ones shares issued in payment of the 5% stock dividend distributed last Janu- ie 
as the necessity nese — men ‘ egree o - wi to apni ary, there are 1,016,818 shares currently outstanding. On the basis of 1954 Sequls 
eee oe “te ut _— growt a eae 2 “$1 pe the first half earnings, amounting of $2.81 a share which were under the $3.79 er Pv 
1950 te $1 ry se . WERE & & ae 4 th a ee Se “1084 « ‘na share realized in the first half of last year, it is not likely that 1954 net _— 
: 5 fa ie as ete : t rey that —_ in Sued earnings will match those of 1953, but this dip does not necessarily indicate adied 
feld ightty a excess of $2 a vipa it ig aacsicugeeans de t whoa ee a trend inasmuch as the improvement in the second quarter over first quar- asge 
ee Pree eer oe stronger wage rh mage Wi beds My a t ter earnings is expected to carry through the remainder of the year with a new 
SS aaa on te the out 2 sl the es as improved and they net for the full 12 months amounting to a little more than $6 a share. f 60 
may be considered an interesting speculation tor long-term. The company closed 1953 with unfilled orders of $170 million. Bookings of pe 
= . , new business, after a first quarter lull, is understood to have turned upward fe 
DIVIDENDS: Dividends ore being paid at the rate of 80 cents annually and this uptrend is expected to continue over the next several years. fields. 
and a modest increase would appear warranted. DIVID! 
DIVIDENDS: Payments of $3 annually have been in effect since 1952. It is terrupt 
MARKET ACTION: Recent price 22%, compares with a 1953-54 price range possible that the 5% stock dividend paid last January may be duplicated rate of 
of High—27'%, Low—1714. At current price, the yield is 3.7%. at this year-end. MARK 
MARKET ACTION: Recent price of 52, compares with a 1953-54 price “oe 
range of High—58, Low—381. At current price, the yield, lusi f stock 
COMPARATIVE BALANCE SHEET ITEMS ied bok, ‘ ne ee Tee ee 
December 31 COMPARATIVE BALANCE SHEET ITEM ASSETS 
50 1953 Change "hears Cash & 
ASSETS (000 omitted) 1944 1953 Change Receiva 
Cash & Marketable Securities $ 6,164 $ 7,599 +$ 1,435 ASSETS (000 om'tted) Invento! 
Receivables, Net 4,810 4452 — 358 Cash & Morketable Securities $ 7,701 15,694 +$ 7,993 Other C 
Inventories Beate 767 101 = 666 Receivables, Net ....... 1,704 36,090 + 34,386 TOTAL | 
Mat. & Supplies . 943 + 943 pa eey oe : 2,422 18,376 + 15,954 = a 
a bis ontract Expenditures | 16,180 + 16,180 neangs 
canes saute oa'ss! ye ssy 5g. TOTAL CURRENT ASSETS 11,827 86,340 74/513 Investm 
Investments & Securities 11,155 4,947 — 6,208 Net Property ................ 1,674 21,049 + (19,375 Other 3 
=a Investments ~ 6,166 1,110 — 5,056 TOTAL J 
Other Assets ........... 608 320 288 L 
ner seets ............:.;..:- 696 956 260 TABILT 
TOTAL ASSETS ............. $ 46,385 $ 46,919 +$ 534 TOTAL ASSETS $ 20,363 $109,455 +$ 89,052 Notes P 
LIABILITIES LIABILITIES Account 
Debt Matur. ...... $ 1,169 $ — 530 —$ 639 Bank Loans nee . $ 6,500 L$ 6,500 Tax Res 
Acct. Pay. & Accruals. 3,208 3,655 +t 447 Accounts Payable .. pa i me es $ 738 297 L 6,559 Accruals 
Tax Reserves ........ 2,017 2,150 t 133 Accruals ene nee 1,453 16,390 + 14,937 Prov. fe 
TOTAL CURRENT LIABILITIES 6,394 6,335 — 059 = Accrued Taxes Se aS 3,155 9,603 -* 6,44 TOTAL | 
Other Liabilities . : 2,352 124 — 2,228 TOTAL CURRENT LIABILITIES 5,346 39,790 +- 34,444 Other Li 
Long Term Debt 7,634 4,485 — 3,149 Other Liabilities ......... 5 1,686 + 1,686 Reserves 
Preferred Stock 2,500 2,500 Reserves ene 1,250 — 1,250 long Te 
Common Stock 3,324 3,324 Long Term Bank Loans . ; 9,000 + 9,000 Preferre 
Surplus : 24,181 30,151 + 5,970 — Stock ..... vais venietcumnacAiraamnber 5,137 9,684 + 4,547 oem 
46,385 $ 46,919 et 534 = Sur braves ose 8,630 49,295 + 40,665 urplus 
vor. LIABILITIES aap $ TOTAL LIABILITIES . ; $ 20,363 $109,455 +$ 89,092 TOTAL | 
WORKING CAPITAL $ 5,347 $ 6,760 +$ 1,413 WORKING CAPITAL $ 6481 $46,550 +$ 40,069 WORKIN 
CURRENT RATIO 1.8 2.0 + 2 CURRENT RATIO ; ; pam re | 2.1 _ CURREN 
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FOOD MACHINERY & CHEMICAL 










































































































































































































































































































































































































































































































































































BUSINESS: Through research, engineering developments and acquisitions 


BUSINESS: One of the largest domestic producers of fine white printing 


: =——J WEST VIRGINIA PULP & PAPER wvP 
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=a i t onthath 7 . 138 Sa Se Rn Sa AO RNR SLM SN Na 
Roses seas = —410 a ramal Va cad ata aladd, iF Dili biases 2 Pra a 
1944 1945 1946 1947 19486 1949 1980 1951 1982 1953 1954 1943 1944 | 1945 1946 1947 1948 1949 1980 1951 1982 1953 ' 
= 3.48 [3.36 | 3.22 | u.u8 | 2.34 | 2.73 | 3.34 bol | 3.l) | 3.66] £2.75 pall 7 | us | la | 1.23 | 2.85 | 2.83 | 2.33 | 3.23 | 2.70 | 2.l7 | 2.83 | 91.79 | 
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#*Plus Stock E Estimated Earnings ~4%_9..momths 
FOOD MACHINERY & CHEMICAL CORP. WEST VIRGINIA PULP & PAPER COMPANY 





this company has achieved broad diversification in both the machinery 
and chemical fields. Its machinery division, a leader in food processing 
and packaging equipment, produces a wide range of agricultural and 
gardening equipment, irrigation and other types of pumps, and water 
systems. Its expanding chemical division produces a wide variety of chemi- 
cals for agriculture and various industries. 

OUTLOOK: The company’s record over the last quarter of a century, and 
particularly in the postwar years has been one of steady growth. Since 
1949 to the end of 1953 its sales of chemical and machinery products, 
plus rental revenue from machinery and processes leases have increased 
by roughly 104.6 per cent, or from $86.3 million in 1949 to $176.9 mil- 
lion in 1953. The company has also been doing a comparatively large 
volume of defense work which added $52.1 million to 1953 sales volume, 
increasing the year’s total to $229 million. Although military business was 
$9.8 million under the previous year’s total, net earnings for 1953 were 
at a record high and equal to $3.66 a share for common stock. It is 
expected that this figure will be duplicated by 1954 earnings. This may 
prove a conservative estimate as it does not take into consideration earn- 
ings of the newly acquired pesticide plant which strengthens the company’s 
existing products line in that field, nor the results to be realized from the 
acquisition last August of the Chicago Pump Corp., recognized as a lead- 
ing producer of patented sewage treatment and disposal equipment. 
Neither does it give weight to the company’s accelerated program of 
research and development of new equipment and chemicals which will be 
added to its lines in 1954. By next year, the Chemical Division will have 
a new anhydrous ammonia plant in operation with a designed capacity 
of 60 tons a day. Meanwhile, the company is extending its operations in 
foreign countries and at the same time envisioning a greatly strengthened 
position in current lines and extending its interests into other chemical 
fields. 

DIVIDENDS: Payments on the common stock have been made without in- 
terruption since 1935. The stock was split two-for-one in 1947. Current 
rate of dividend is 50 cents quarterly. 

MARKET ACTION: Recent price of 45, compares with a 1953-54 price 
range ef High—48, Low—331%4. At current price, the yield is 4.4%. 


COMPARATIVE BALANCE SHEET ITEMS 
December 31 
945 


1953 Change 
ASSETS (000 omitted 
Cash & Marketable Securities $ 4,934 $ 19,276 $ 14,342 
Receivables, Net . 27,813 38,629 + 10,816 
Inventories : : 12,105 60,630 + 48,525 
Other Current Assets : 1,346 2,290 - 944 
TOTAL CURRENT ASSETS 46,198 120,825 +- 74,627 
Net Property 4,887 90,316 + 85,429 
Intangibles . 9,645 “he 645 
Investments 602 1,001 a 399 
Other Assets 520 897 te 377 
TOTAL ASSETS $ 52,207 $222,684 +$170, a7 
LIABILITIES 
Notes Payable $ 10,000 +$ 10,000 
Accounts Payable $ 5,811 13,934 8,123 
Tax Reserve 2,932 15,130 + 12,198 
Accruals 1,190 5,462 1 4,272 
Prov. for Renegotiation 13,711 — 13,711 
TOTAL CURRENT LIABILITIES 23,644 44,526 20,882 
Other Liabilities 113 3,927 3,814 
Reserves 3,132 1,385 — 1,747 
long Term Debt 48,319 +. 48,319 
Preferred Stock 16,798 + 16,798 
Common Stock 6,688 29,899 + 23,211 
Surplus 18,630 77,830 59,200 
TOTAL LIABILITIES $ 52,207 $222,6°4 T3170, 477 
WORKING CAPITAL $ 22,554 $ 76,299 +$ 53,745 
CURRENT RATIO 19 2.7 ao ‘8 


OCTOBER 2, 1954 


papers, white converting grades, container board, and kraft papers. 
Through acquisition late in 1953 of the Hinde & Dauch Paper Co., and 
its Canadian subsidiary, it is also one of the leading producers of cor- 
rugated shipping cartons. Operations also include production of wood 
chemicals, the company being the world’s largest producer of activated 
carbon. 


OUTLOOK: A 10-year comparison of net sales of West Virginia Pulp & 
Paper, exclusive of those of Hinde & Dauch, its recently acquired sub- 
sidiary, shows an almost steady uptrend from $59 million in 1944 to o 
1953 record high of $117.6 million, a gain of 99.31%, while net earnings, 
allowing for peaks and valleys, have risen from 45 cents a share in 1944 
to a 1953 rate of $2.83 a rate, after adjustment for the 4-for-1 split 
last year. The uptrend in sales continued through the nine months to 
July 31, 1954, reaching $122.6 million as compared with $120.5 million 
a year ago, including Hinde & Dauch figures for both periods. Higher 
costs, including increased depreciation, depletion and amortization, how- 
ever, held net to $1.79 a share against $1.93 in the preceding nine 
months’ period. Accounting for the comparatively steady growth has been 
the company success in achieving product diversification, giving it better 
balance and greater efficiency in its manufacturing operations. Considerable 
concentration is on technological research dealing with all phases of pulp 
and paper making, leading to improved as well as new products to meet 
tomorrow’s demands of the printing trades, packagers of milk, frozen foods 
and other users of sanitary containers, and the expanding use of con- 
tainerboard and kraft papers. The company is also active in chemical 
research, its objective being greater economic recovery and profitable 
utilization of chemicals resulting from the pulp and paper making 
processes. As a result of the progress in this field, it has expanded its 
carbon plant, increased output of tall oil used in the making of paint, 
soap and floor coverings, and has created The Polychemicals Division to 
broaden commercialization of lignin products. 


DIVIDENDS: Since the four-for-one stock split, dividends on the common 
stock have been maintained at the rate of 35 cents a share quarterly. 


MARKET ACTION: Recent price of 33, compares with a 1953-54 price 
range of High—36'4, Low—17%4. At current price, the yield is 4.2%. 


COMPARATIVE BALANCE SHEET ITEMS 


Oct. 31 July 31 

1944 1954 Change 
ASSETS (000 om 'tted) 
Cash $ 6,618 $ 19,128 +$ 12,510 
Marketable Securities 231 27,450 + 27,219 
Receivables, Net 4,716 8,601 + 3,885 
Inventories 6,761 15,034 L 8,273 
Other Current Assets 470 “= 470 
TOTAL CURRENT ASSETS 18,796 70,213 + 51,417 
Net Property 29,665 95,857 + 66,192 
Investments 8,157 4,316 - 741 
Other Assets 2,726 1,215 — 1,511 
TOTAL ASSETS $ 59,344 $171,601 +$112,257 
LIABILITIES 
Accounts Pay. & Accruals $ 1,937 $ 6,405 +$ 4,468 
Tax Reserve 1,723 10,641 +L 918 
TOTAL CURRENT LIABILITIES 3,660 17,046 + 13,386 
Reserves 890 — 890 
Long Term Debt 20,000 + 20,000 
Preferred Stock 15,583 11,266 — 4,317 
Common Stock 28,619 73,265 + 44,646 
Surplus 10,592 50,024 + 39,432 
TOTAL LIABILITIES $ 59.344 $171,601 +$112,257 
WORKING CAPITAL $ 15,136 $ 53,167 +$ 38,021 
CURRENT RATIO 5.0 4.1 - 9 














Scene from 20th Century-Fox’s “The Egyptian” 


How Real is Recovery 
in Movies? 


By PHILLIP DOBBS 


iT 

Brn got a beautiful feeling everyting’s going 
my way’. That’s a line from one of the numbers in 
“Oklahoma” the smash musical hit that had such 
a long run on the legitimate stage several years ago 
and which soon is to be released as a motion picture. 
That number might well be the current theme song 
of the motion picture industry. 

Its been a long time since the motion picture 
producers had any reason to feel so optimistic over 
their outlook as they do now. The present situation 
represents quite a reversal from the “blues” so 
dominant in ’51 and ’52 when the dearth of movie 
theatre audiences was forcing neighborhood motion 
picture houses to turn out the lights and close their 
doors. At the time, TV was regarded as the vampire 
that was draining the blood out of the industry. 
That may have been true to some extent. Television 
programs in many homes were a novelty, but not 
to such an extent that people would not forego TV 
for an opportunity to get out of the house on occa- 
sion if the local movie house had something to offer 
in the way of a picture different from the hackneyed, 
run-of-the-mill offerings built on fantastic plots, 
depicting in some instances, the virtuous working 
girl wearing mink and living in a penthouse. 


28 


It may have been that World War II roused the 
movie going public to life’s realisms and the fact 
that it was satiated with the heavily saccharine- 
coated fare the moving picture industry was feeding 
it. The tip-off to this condition was the tremendous 
success of the Italian film, “The Bicycle Thief”, a 
down-to-earth production based on a story needing 
no lavish and expensive sets, multi-millionaire’s 
country clubs, nor sumptuously furnished Park 
Avenue or Beverley Hills apartments. The weak- 
ness of the motion picture industry was that it was 
spending too much money on productions that had 
no lure for the public. Since most of the companies 
in the industry have come around to recognizing this 
fact, conditions have begun to change for the better. 
To begin with, practically all of them have put their 
own houses in order, getting rid of deadwood, 
effecting other economies and at the same time 
putting out productions the public will pay to see. 

For instance, 20th Century-Fox’s “The Robe”, 
based on the Lloyd Douglas book, grossed approxi- 
mately $20 million during its first showing in the 
nation’s movie houses, and is understood to have 
pulled in close to $15 million so far in foreign coun- 
tries. “From Here to Eternity”, a Columbia Pictures 


THE MAGAZINE OF WALL STREET 














Corp., production which opened at New York’s 
Capitol Theatre broke every record in the 34-year 
history of that big Broadway house and was re- 
ceived with equal enthusiasm by movie-goers across 
the country. Columbia Pictures is confident that this 
production, having already grossed about $17 million 
in the U. S., and abroad, will gross more than any 
other picture in the company’s history. This reckon- 
ing, however, may be off somewhat. “The Caine 
Mutiny”, another Columbia Picture’s production, 
now in its 13th week on Broadway, gives indica- 
tion of being a bigger money-maker than “From 
Here to Eternity”. Meanwhile, Columbia’s “On the 
Waterfront” has also been received with great en- 
thusiasm throughout the U. S. 

Neither 20th Centry-Fox nor Columbia Pictures, 
however, have a monopoly on good pictures. Metro- 
Goldwyn-Mayer’s “Lili” has played to an audience 
of one million in one New York movie house alone 
since it began its run there 80 weeks ago. Another 
big hit has been M-G-M’s “Seven Brides for Seven 
Brothers” which in its first week at Radio City’s 
Music Hall established a record in box office net 
receipts for the 21 years of that theatre’s operations. 
“The Glenn Miller Story”, Universal Pictures’ pro- 
duction, has also been a record-maker, and Para- 
mount Pictures with such recent successes as 
“Roman Holiday” and “Stalag 17” confidently ex- 
pects “Sabrina” to reach record heights in box office 
receipts. 

While better pictures have been attracting larger 
movie theatre audiences, new techniques in proces- 
sing and exhibiting productions, together with inno- 
vations in sound projection have been a big factor 
in arousing public interest in movie offerings, creat- 
ing longer queues at box office windows. The out- 
standing development along these lines has been 
20th Centry-Fox’s CinemaScope which has been 
adopted for a number of productions by Metro-Gold- 
wyn-Mayer, Warner Bros., Columbia Pictures, Walt 
Disney, and Universal-International, as well as a 
number of independent producers. 

With better pictures being produced and improved 
techniques of projection and sound, the motion pic- 
ture industry appears to have taken itself out of 
competition with television receiving sets. The only 
bug-hear that may develop for the motion picture 
producers and the exhibitors is the possible reaction 
of the public to color television. Again as when 


black and white sets got down in price where the 
average American family could install a receiving 
set that proved such a novelty, color TV sets selling 
within purse reach of millions of persons may thin 
out motion picture theatre audiences, for a while at 
least. If and when this happens, however, the motion 
picture industry, having learned a lesson with the 
advent of black and white TV, should be in a posi- 
tion to hold its own. It has already laid a firm foun- 
dation on which to act because of the general econ- 
omies it has achieved, the better stories it is filming, 
and the much more entertaining method of project- 
ing through CinemaScope, which through constant 
research promises to become an even better tech- 
nique and which may be augmented by other new 
projecting and sound developments. In the mean- 
while, the film industry which has been attracting 
an audience of approximately 55 million persons a 
week with top pictures grossing more money in the 
world market than ever before, must be considered 
a virile industry possessing new growth potentials, 
aided by the increasing popularity of drive-in theatres 
that are steadily growing in number. 


Individual Company Trends 


This is borne out by the earnings uptrend reported 
by the leading producers during recent months, re- 
flecting what can well be regarded as a new era 
for both the moving picture theatre owners and the 
film producers. The degree’of success that may be 
realized by individual companies, however, depends 
upon the choice of stories to be filmed and the timing 
of releases. Columbia Pictures, for instance, which 
had two poor fiscal years up to June 30, 1953, largely 
because of bad timing, got off to an exceptionally 
good start in its 1953-54 with its release of “From 
Here to Eternity”, aided by “It Should Happen to 
You” with Judy Hollliday, and “Miss Sadie Thomp- 
son”, starring Rita Hayworth and Jose Ferrer. As 
a result, earnings for the 39 weeks to March 27, 
1954, in comparison with the comparable period last 
year, literally soared from $310,000, or 15 cents a 
share for the common stock, to $2,664,000, or $3.26 
a share. It will probably be another month and a 
half before figures for the full fiscal year are avail- 
able, but it seems reasonable to believe that net 
profits for the remaining 13 weeks of the 12 months’ 
period will be more (Please turn to page 44) 



































Statistical Data on Leading Motion Picture Companies 
—__—— 1952 ——__—_ - 1953 ——_—— ——lst Half 1954-——— 
Earrings Div. Earnings Div. Earnings Indicated 
Per Per Per Per Per Full-Year Price Range Recent Indicated 
Share Share Share Share Share Div. 1952 to Date Price Yield 
Columbia Pictures $ .80 $ .25 $ .99 $ .25¢ $3.26! 6$ .257 32%-107s 31 8% 
Loew’s* eee 972 85 .80 872 90 19-1052 18 5.0 
Paramount Pictures 2.52 2.00 3.06 2.00 1.79 2.00 357%4-21%4 35 LEY 
RKO Pictures ...(d)2.60 (d) .95 : n.a. 7 - 2% 6 
Republic Pictures av ae 15 153 57- 234 5 
Technicolor 1.10 1.00 1.23 1.10 32 1.10 17%4-10 13 8.4 
Twentieth Cent.-Fox Film 1.18 .50 1.65 1.00 1.17 1.50 2872-1012 28 5.3 
Universal Pictures .. 2.15 1.00 2.35 1.25 2.498 1.25 2958-11 28 44 
Warner Bros. Pictures 2.864 1.184 .90 1.035 907 20'2-11% 20 45 
(d)—Deficit. n.a.—Not available. 6—Plus stock. 

1—39 weeks ended March 27, 1954. 7—Paid thus far in 1954. 

2—40 weeks ended June 10, 1954. 8—39 weeks ended July 31, 1954. 

3—26 weeks ended May 1, 1954. *—Note: Separation of motion picture activities and theatre 

4—Pro-forma. operations effective 9/1/54; Loew's Theatre stock distribu- 

5—9 months ended May 29, 1954. tion after present funded debt adjustment. 
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W thin recent months several outstanding 
companies have made substantial alterations in their 
capital structures by calling in their preferred 
stocks for redemption. 

One of the latest moves along this line is that 
made by Goodyear Tire & Rubber Co., which re- 
deemed its entire issue of 564,649 shares of $5 pre- 
ferred at 105 on September 30, last. Just prior to 
this action by Goodyear, Federated Department 
Stores wiped out its entire outstanding issue of 
98,237 shares of $4.25 preferred by redemption on 
September 8, at 104. Earlier in the year, Spencer 
Chemical Co., called for redemption its outstanding 
$2.25 second convertible preferred at $51.50 a share, 
holders, of course, having the right to accept the 
redemption price or surrender their shares for an 
equal amount of common stock in accordance with 
the conversion clause. 

There have been other companies following this 
course, Beneficial Loan Corp., for instance, set 
August 16, last, as the date of redemption or conver- 
sion of its $3.25 preferred stock at 105 a share. The 
Froedtert Corp., retired by redemption on Septem- 
ber 27, this year, its entire outstanding issue of 
$2.20 preferred at $52.50 a share. Now, Spencer 
Chemical plans to retire at $102.50 a share its out- 
standing issue of $4.60 preferred stock. 


A New Trend 
There is reason to believe preferred stock re- 
demption calls that have gone out so far during the 
current year indicate: a trend which may broaden 
to encompass a good many more preferred stock 
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REDEMPTIONS 


By JOHN D. C. WELDON 


issues, Several reasons can be advanced in support : 
of this belief. One is the current market for money © 
in which there is virtually a plethora of available ~ 


funds which accredited borrowers can secure at 
rates of interests considerably below, in most cases, 
the dividend rates on their preferred stocks. Another 
is that some companies experiencing good earnings 
throughout the postwar era have piled up substantial 
sums which can be employed to the advantage of 
common share owners by wiping out senior stock 
issues. Goodyear Tire & Rubber had this in mind 


when it decided to draw upon working funds to | 


redeem the entire issue of preferred stock which 
had been outstanding since 1936. 

Federated Department Stores, as soon as it be- 
came evident that cash demands for the business 
would not go as high as had been previously esti- 
mated, decided to use a portion of available funds 
for the redemption of the entire outstanding issue 
of preferred stock which also was created in 1936. 
Purchasers of this issue at the original offering 
price of 104, or those (Please turn to page 47) 














Non-Convertible Preferred Stocks 
Selling at or Above Call Price 











Name Div. Rate Callableat Recent Price Yield 
Caterpillar Tractor $ 4.20 $1022 10412 4.0% 
Central Illinois Light....... 4.50 110 110 4.0 
Champion Paper & Fibre 4.50 106 107 4.2 
Cleveland Electric Illum. 4.50 107 110 4.0 
Container Corp. of Amer. 4.00 101% 104 3.8 
Crown Zellerbach .. 4.20 10212 10412 4.0 
Diamond Match oe 1.50 34 35 4.2 
Dow Chemical 4.00 107 107% 3.7 
Firestone Tire & Rubber 4.50 105 107 4.2 
General Mills . Phere. 5.00 120 1212 4.1 
General Motors 5.00 120 126 3.9 
Hercules Powder 5.00 120 12412 4.0 
International Nickel 7.00 120 138 5.0 
Murphy (G. C.) Co. ; 4.75 105 109 4.3 
Pure Oil .... ; 5.00 105 10812 4.6 
United Aircraft 5.00 10212 10612 4.6 








Preferred Stocks Suggested for Re-Investment 











Name Div. Rate Callableat Recent Price ‘Yield 
American Metal ............ $ 4.50 $105 105 4.2% 
Continental Can ............ . 3.75 110 938 3.8 
International Paper ....... 4.00 112% 106 3.7 
Radio Corp. if America 3.50 100 84 4.1 
WS RUNGE isisveicnics. . 8.00 n.c. 155 5.1 
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The Lehman Corp. 





2 INVESTMENT TRUSTS 


Tri-Continental Corp. 

















By ALLEN DARLEN 


i operations of investment companies 
gare always of considerable importance, and more so 
"at the present time in view of the heights the securi- 
_ties market has scaled during the past vear. In the 
following, we present some pertinent and interesting 
facts on two of the largest closed-end investment 
‘trusts. The stocks of both companies are listed on 

the New York Stock Exchange. 


The Lehman Corporation 


This closed-end investment company, now in its 
26th year, from the time of its creation in Septem- 
ber, 1929, has made equity securities its primary 
‘field ef investment. Moreover, its investment policy 

has been flexible, permitting free action as to mar- 

kets and the relative desirability of various types 
of securities as investment media when frequently 
changing conditions made such action advisable. In 

pursuance of these policies it has generally held a 
/widely diversified portfolio of common stocks, to- 
‘gether with some preferred stocks and bonds, and 
at times substantial amounts of cash and short- 
term U. S. Government bonds, when it was deemed 
prudent to do so, 
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Proposed addition to N. Y. Stock Exchange 


As of June 30, 1953, for instance, the corporation 
was carrying $17 million in U. S. Government obli- 
gations, but this was reduced as of June 30, this 
vear, to $9.7 million, while common stock invest- 
ments increased to 92.1 per cent of net asset value. 
This latter figure compares with 86.5 per cent in 
common stocks at the close of the 1953 fiscal year. 
The portfolio as of June 30, 1954, held but a com- 
paratively small amount of funds in bonds and 






































preferred stocks, the sum _ total 
amounting to only $5.4 million 
Earnings Statistics on Two Investment Companies based then current egg ket val- 
ees. ues. The common stock portfolio 
=n fitted Gam represented a cross section of 
~Lehman Corp. — Ist 6 Mos. American industry, including 
1953* 1954" 19524 19534 1954 banking, insurance, public utilities, 
ae pe oe oil and gas, foods and beverages, 
Net Per Share — Ordinary Income $ .98 $ 1.00 $ 1.05 $ 1.11 $ .47 chemicals, pharmac uticals. and a 
q Net Per Share — Net Realized Profits 1.04 1.25 1.52 1.49 491 long list of common stocks of com- 
Motels ore: $202 $225 $257 $260 $ .% panies in various manufacturing 
Total Dividend Per Share $ 2.02* $2.25* $1.11 $1.04 $ 693 and miscellaneous fields. ; 
Price Range .... 4012-31% 4658-342 17%-13% 177%-13% 23%-15362 At the end of June, 1954, the 
Senin ye pi corporation’s _ assets, including 
7 cash, receivables and_ securities 
intl ileal Malia 1_Estimated. taken at market quotations, toge- 
+~Year ended December 31. 2_1954 to-date. ther with $2.2 million in other as- 
°—Paid to October 1, 1954. sets appraised at fair value, to- 
taled (Please turn to page 55) 
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Speedy 

At least in terms of the Dow 
industrial average, it took very 
little time for the bull market to 
be resumed, following about a 
15-point reaction, largest in many 
months, in the seven trading ses- 
sions August 23-31, inclusive. The 
loss was more than made up, 
within 11 subsequent trading ses- 
sions, before the close of Septem- 
ber 14; and at this writing the 
average has bettered its August 
20 high by nearly five points. 
Rails and utilities remain under 
their August tops, with rails not 
even close so far. However, there 
is no question of “confirmation” 
involved. As a result of recent 
performance, the late August 
downswing goes into the records 
merely as a reaction in an un- 
finished bull market. It would 
make no difference in this techni- 
cal interpretation even if rails 
should continue to lag. 


Stock Groups 

Among the stock groups reflect- 
ing above-average demand recent- 
ly and up to this writing are 
amusements, communications, 
construction, containers, food 
brands, liquor, metals, machinery, 
oils, paper and tires. 


Stocks 

Among stocks of medium to 
good grade, those showing special 
strength at this writing include 
General Motors, Goodvear Tire, 
Best Foods, Colgate-Palmolive, 
Commercial Credit, Corn Prod- 
ucts, Federated Department 
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Stores, Gillette, Halliburton, Nor- 
wich Pharmacal, Phelps Dodge, 
Shell Oil, Standard Oil of Cali- 
fornia, Standard Oil (New Jer- 
sey), Sinclair Oil, Texas Com- 
pany, Pittsburgh Plate Glass, 
Armstrong Cork and Rayonier. 


Speculative 

Among more speculative issues 
currently in demand are Amer- 
ican Encaustic Tiling, Barker 
Bros., Byers, Capital Airlines, 
Chicago Great Western, Colorado 
Fuel & Iron, Hayes Industries, 
Magnovox, Omnibus, Tung-Sol 
Electric, Warner Bros., ACF In- 
dustries, Magma Copper, Day- 
strom, American Metal, National 
Theatres, Columbia Pictures, Con- 
solidated Laundries, Munsing- 
wear, Pittston and Twentieth 
Century-Fox. 
Movers 


The following stocks appear to 
have possibilities of moving up 


more from this level than the 
general market: Baltimore & 
Ohio, U. S. Steel, Sinclair Oil, 
Flintkote, Reynolds Metals, 
Chrysler, Briggs & Stratton, Cor- 
nell Dubilier, General Bronze, 
Zenith Radio, National Distillers, 
Southern Railway, Wheeling 
Steel. 


Farm Equipments 

Despite a substantial recovery 
from lows reached about a year 
ago, the farm equipment stocks 
as a group remain well under 
highs reached in 1951, and have 
performed worse than the indus- 
trial list for more than three and 
a half vears. Their behavior has 
been in line with the decline in 
farm income and with shrinkage 
in earnings of most companies in 
this field. However, the worst 
may have been seen. On the poli- 
tical side, the Adminstration has 
already reversed itself on control 
of what farmers can plant on 





























INCREASES SHOWN IN RECENT EARNINGS REPORTS 

1954 1953 
Caterpillar Tractor ......6..0..cccscscescecaseedesscce 7 mos. July 31 $3.41 $3.19 
Tennessee Corp. . 6 mos. June 30 4.10 2.27 
Union Elec. Co. (Mo.) . Quar. June 30 05 -29 
N. Y. City Omnibus Corp. . 6mos. June 30 1.45 31 
Int!. Nickel of Canada Quar. June 30 1.10 -90 
Pet Milk Co. . Quar. June 30 2.26 1.23 
Amer. Agricultural Chem. Year June 30 dear 6.45 
Eastman Kodak Co. ... . 24 weeks June 13 1.60 1.28 
Goodrich (B. F.) Co... ... 6 mos. June 30 4.33 4.03 
Transamerica Corp. . 6 mos. June 30 1.64 1.35 
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creage diverted from price-sup- 

orted crops. If the Democrats 
in control of one or both branch- 
s of Congress in the November 
lections—they seem more than 
ikely to become the majority 
arty at least in the House—farm- 
quipment stocks could well at- 
ract increased investment and 
peculative demand on the reason- 
ng that, regardless of indefen- 
ible expense to taxpayers, Fed- 
ral support of farm income will 
e stepped up in due time. The 
est stocks are Allis-Chalmers, 
whose business is around 60% in 
arm equipment, International 
BHarvester with less than a third 
Gfarm-equipment content and 
BDeere, whose fortunes are almost 
Bentirely tied up with farm equip- 
-ment and fertilizer. Oliver Corp. 
Jand Case are highly speculative, 
but might for a time rally more 
percentagewise than the leaders. 




























Air Lines 
n the Following an extended period 
re & when they lagged behind the mar- 
r Oil, ket, the technical action of air 
‘tals, transport stocks implies that they 
, Cor- might go higher. On the other 
‘onze, hand, the trend of earnings does 
illers, not provide support even for the 
2ling rise the group has already had. 


Despite further growth of traffic 
and revenue, profits have been 
sagging for some time, and will 


very average lower this year than last, 


year due to higher costs. There is 
tocks probably a period of better earn- 
inder ings ahead on the following pro- 
have jection: (1) Additional rise in 
idus- traffic: (2) cessation of expan- 
‘and sion of fleets of present type 
, has planes, resulting in fewer vacant 
le IN seats per flight; and (3) decline 
=e in present heavy annual deprecia- 
“S lM tion charges stemming from huge 
orst additions to fleets in recent years, 
poli- with the planes generally written 
bie off on a five-year basis. American 


Airlines could fare moderately 
On better in 1955, since it will be the 


first of the major systems to 
turn the corner on depreciation 
charges. For most others, the lat- 
ter will be still higher next year, 
levelling off or moving down in 
1956 or 1957. That is looking a 
long way ahead. Still further 
ahead is the expected shift to jet 
transports, involving a host of 
problems and a renewal of large 
capital outlays. The bulls on air 
line stocks are betting on perhaps 
several years of better earnings 
after depreciation costs on pres- 
ent planes are reduced signifi- 
-antly and before the shift to jets 
begins. We think that less risky 
speculations, requiring guess-esti- 
mates over much shorter forward 
periods, can be found elsewhere. 


Depressed 

Along with textile stocks gener- 
ally, Celanese is drastically de- 
flated, having declined from 5814, 
in 1951 to a low of 1614 earlier 
this year. Earnings fell from 
$6.39 a share in 1950 to 77 cents 
in 1952, rising to $1.01 last year. 
Earnings fell from $6.39 a share 
in 1950 to 77 cents in 1952, rising 
to $1.01 last year. The company 
lost money in the 1954 first half, 
but some second-half improve- 
ment is expected. The dividend, 
which had been pared from $3 in 
1951 to $1.25 in 1953, was cut 
further to a 50-cent annual basis 
late late May. The stock held 
above its low on that news and 
has since worked higher. It is cur- 
rently at 20. There should be at 
least some betterment ahead in 
the company’s depressed business 
in acetate cellulose yarns and 
fibers; and there is longer-range 
promise in its chemical and plas- 
tics divisions, as well as possibili- 
ties for gain in foreign ventures. 
However, the speculative “kicker” 
in this situation are possibilities 
in the company’s new X-100 syn- 
thetic fiber, claimed to be com- 
mercially economical and superior 





















DECREASES SHOWN IN RECENT EARNINGS REPORTS 
3 1954 1953 
19 L Celanese Corp. of Amer......0.............0.... Quar. June 30 $ .01 $ .44 
iy Neisner Brothers, Ine........0.0.0.0..00....0000.... 6 mos. June 30 21 -56 
9 Mi polis-Moli seine reds aioe Quar. July 31 15 -55 
1 N. Y., Chic & St. Louis R. R. . 7 mos. July 31 2.77 4.59 
) | Raybestos-Manhattan .. . 6mos. June 30 1.94 2.79 
3 | gtuabnehl Gomis 85.5.2: 5 AS Rees Quar. June 30 45 72 
5 Greyhound Corp. Sys.....000o.0000..o.eeececceeee 6 mos. June 30 -35 48 
B | American Viscose ........ ee Seren ae Quar. June 30 .37 1.01 
3 Amer. Chain & Cable . 6 mos. June 30 1.55 2.46 
| Melville Shoe Corp. . 6 mos. June 30 91 1.02 
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in some respects to other syn- 
thetics. The stock could be sub- 
ject to a worthwhile percentage 
rise over a period of time—just 
when is not predictable — and 
meanwhile the risk factor in so 
deflated an issue woul dnot appear 
to be great. 


Growth 

If you wait long enough, popu- 
lation growth can lift the sales 
and earnings of most companies, 
other things being equal—that is, 
if the company does not retro- 
gress in competitive position for 
one reason or another. As a mat- 
ter of fact, population trends can 
have no little significance for some 
companies and require less time 
to do so than you might imagine. 
For instance, there has been a 
boom in babies in recent years. 
That means a growth in the popu- 
lation of children in the age 
group 10 to 19 about three and 
a half times larger than the 7% 
gain in total population forecast 
over the six year period 1955- 
1960. Some obvious beneficiaries 
are chewing gum makers (Amer- 
ican Chicle and Wrigley) ; makers 
of soft drinks (Coca-Cola, Pepsi- 
Cola, Nehi and others) ; the dairy 
products companies (National, 
Borden and Beatrice Foods) ; and 
leading bakers of crackers and 
cookies (National Biscuit and 
Sunshine Biscuits). 


Volume Leaders 

In the week prior to this writ- 
ing the two most active stocks 
were, in order, Pennsylvania Rail- 
road and U. S. Steel. Pennsy lost 
30 cents a share in seven months 
through July, against a profit of 
$1.69 a share in the like 1953 
period. Activity and strength in 
the stock, currently up to 18 after 
a long period of “playing @ead” 
between 17 and 16, is due tu ru- 
mors that an unnamed group is 
seeking to get control of the road 
in a proxy fight, culminating at 
the annual meeting next May. 
Two things should be noted; (1) 
Assuming the rumor is correct, 
it would probably be harder to 
unseat the Pennsy management 
than was so in the successful 
proxy fight for control of New 
Haven and New York Central. 
(2) The promises of would-be 
new management usually exceed 
what can be delivered; and, in 
any event, any major improve- 
ment in results from a new rail- 
road management take an ex- 
tended time to work out. Here is 
(Please turn to page 56) 
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The Business Analyst 


What's head por Rusiness? 


By E. K. A. 


Business men and investors appear to be considerably 
concerned over the recent SEC-Commerce Department find- 
ings on capital expenditures for this year, forecasting a lower 
total than anticipated several months ago. As things stand 
now, it looks as if capital spending for new plant and 
equipment will continue to decline in the last quarter of 
1954, bringing the total for the year to $26.7 billion as 
c compared with last year’s 
total of $28.4 billion. 

BUSINESS ACTIVITY Actually, of course, there 
PER CAPITA BASIS is no reason for dismay over 
ay. 5. OtDEe the 1954 estimate, even 
though it is a little short of 

c= the $27.2 billion figure indi- 
4 Aco cated by the annual survey 
early this year. Capital 











190 Gz spending this year will be 
two only 6 percent under last 
WEEKS year’s record high total and 
180 AGO the second largest on 


record, slightly exceeding 
the 1952 figure of $26.5 
billion. 

Judged by any standards, 
this is a lot of money for 
business to be putting into 
capital goods, particularly 
in the light of present do- 
mestic and __ international 
uncertainties. It betokens a 
much higher degree of faith 
in the future on the part 
of business than is possessed 
by so many who are critical 
of the Administration and 
the current state of affairs. 

The projected downtrend 
in spending into the fourth 
quarter, in the face of gen- 
eral expectations of some- 
thing better than seasonal 
improvement in business this 
Fall, is a little disconcerting 
but not particularly so. On 
an annual basis, adjusted 
for seasonal variation, capi- 
tal spending in the fourth 
quarter of this year is pro- 
jected at a rate of $26.0 
billion as against $27.5 
billion in the first quarter 
and the all-time high of 
$28.9 billion in the third 
quarter of 1953. 
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Public concern 
over the downtrend 
in capital expendi- 
tures throughout 
1954, and the pros- 
pect for further 
contraction in 1955 
if the trend contin- 
ves in the same 
direction, is based 
to a considerable 
extent on the belief 
that capital spend- 
ing sets the pace 
for business activity 
in general. Modern 
economic thought, 
based on statistical 
“tools” not avail- 
able a generation 
ago, does not give 
much weight to this belief. 

Now that gross national product data are available, it is 
apparent that the capital spending-business trend theory 
was pretty much a case of the tail wagging the dog. With 
a gross national product in the vicinity of $360 billion, it is 
obvious that a shift of a few percent in capital spending— 
in itself equal to less than 8 percent of the gross national 
product—cannot have much effect on the GNP total. Changes 
in other components of GNP can and have offset changes 
in capital expenditures. More generally accepted today 
among economists is the belief that capital spending tends 
to reflect the course of general business activity rather than 
the other way around. 

Most large industrial organizations have adopted definite 
expansion programs for the next 10 to 20 years and, in some 
cases, for an even longer period. These programs are pro- 
jected on an annual basis, p-actically without regard to the 
ups and downs in trends in business activity, costs, and other 
factors. There has been, insofar as can be ascertained, 
little or no contraction this year in the implementation of 
these programs. In fact, some instances of acceleration have 
been reported as a result of governmental encouragement 
via more generous depreciation allowances. 

Smaller business organizations, usually less well financed, 
show a tendency to postpone or cancel expansion programs 
when new orders slow down. This is only natural. Analysis 
by industry of capital expansion data shows that some 
industries are stepping up their spending while others are 
slowing down. Knowing what we do of population and con- 
sumption trends, it is apparent that these slowdowns are | 


















only temporary and that the long term trend of capital — 


expenditures still is upwards. 
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MONEY & CREDIT—The Treasury has joined the borrowing 
iy ranks in a big way with its September 23 offering of short- 


term 158% notes maturing in 2 years-seven months. With Fed- 
eral expenditures from July 1 to mid-September, exceeding 
receipts by $5.2 billion and further red ink figures due for 
the remainder of this year, the Treasury acted promptly to 
assure itself of adequate funds to pay its bills. After looking 
at the long list of prospective offerings by corporations, states 
and local governments, Secretary Humphrey decided that a 
short-term issue was de rigeur if interference with other bor- 
rowers was to be kept to a minimum. By offering a note matur- 
ing in 1957 our monetary authorities can be sure of good 
bank demand for the issue and the Federal Reserve will be 
able to augment available funds by buying bills in the open 
market. In this way the Government will get its money without 
any trouble, but the inflationary implications of the move are 
there for all to see. 

Also containing some inflationary portent are the latest 
Treasury estimates of Federal income and outgo for the 1955 
fiscal year. It now appears that the Government will have a 
budget deficit of $4.7 billion and a cash deficit of some $2.0 
billion in the year ending June 30, 1955, which compares with 
previous expectations of a $115 million cash surplus. The 
worsening of the budget position is the result of bigger out- 
lays for Social Security and unemployment insurance and an 
anticipated drop in revenues exceeding cuts in over-all 
spending. 

The week ending September 25 is setting some sort of a 
borrowing record. Aside from the big Treasury financing, mas- 
sive corporate, state and municipal loans are being floated. 
Heading the list is the $250 million American Telephone & 
Telegraph debenture issue, biggest loan ever to be offered 
at competitive bidding, plus an additional $100 million of 
corporates being sold the same week. In the tax-exempt field, 
investors are being called upon to absorb $235 million of 
offerings with the $160 million Kansas Turnpike bond account- 
ing for the bulk of activity. 

This flood of new issues has not fazed buyers who are 
well-heeled with cash seeking investment, and as a result 
the bond market has given a good account of itself. Long- 
term Treasuries have lost only Y-’% point from the end of 
August through September 20 and best-grade corporates have 
shown very little change during the period. It was only in the 
tax-exempt field that retreat was noted and this came after 
the September 14 offering of $136 million of Public Housing 
Authority bonds. Hitting a market that was already overloaded 
with heavy dealer inventories of tax-exempt securities, the over- 
supply made for general price concessions and average yields 
rose about 4 basis points before a support area was reached. 
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TRADE—Retail sales in August, on a seasonally adjusted basis, 
were 1% under July but a similar amount ahead of a year ago, 
according to preliminary estimates by the Commerce Depart- 
ment. Reports for the first two weeks of September promise 
a continuation of good demand according to data from Dun 
& Bradstreet. In the week ending Wednesday, September 8, 
sales were about 7% ahead of a year ago. The following 
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week was beset by hurricanes along the East Coast and heat 
waves in parts of the South and West. As a result, dollar 
volume was lower but the dip was only 4%. On the Pacific 
Coast where normal weather prevailed, sales in the latest 
week were about 4% ahead of a year ago. 


INDUSTRY—Industrial output had a seasonal recovery in 
August and the Federal Reserve Board’s adjusted index of out- 
put remained unchanged at 124% of the 1947-1949 average. 
Output of manufactured goods was 1% above the July 
figures but production of minerals fell by a similar amount. 
Production of household durables improved as the result of 
higher output of furniture and television sets while auto assem- 
blies fell further in August and the first half of September as 
the result of preparations for model changeovers. Output of 
building materials remained high. Steel production moved up 
to 66% of capacity in mid-September from a 63% average 
in July and August. 

COMMODITIES—The Labor Department's sensitive index of 
28 leading commodities dropped a small 0.3% in the two 
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(Continued from page 35) 
weeks ending September 17 to close at 
90.5% of the 1947-1949 average. Foods 
were down 2.4% and fats and oils lost 
Raw industrial materials gained 
0.9% during the period and metals rose 
1.8%, with strength in the latter attribut- 
able to Government stockpile purchases. 

* * * 
Business is gradually reducing its outlays 
for NEW PLANT AND EQUIPMENT, ac- 
cording to the latest joint survey by the 
Commerce Department and the Securities 
and Exchange Commission. Expenditures 
for this purpose in the third quarter are 
estimated at $26.75 billion, at seasonally 
adjusted annual rates, down from $27.18 
billion the previous quarter and $28.48 
billion in the July-September period of 
1953. Businessmen are planning a further 
cut in the fourth quarter of this year with 
total capital spending at $25.96 billion. 
On this basis, total outlays for 1954 will 
come to $26.7 billion, or 6% under last 
year. The biggest drop from 1953 spend- 
ing will be among railroads where outlays 
are expected to drop 35%. Manufacturing 
concerns will spend 8% less for new plant 
and equipment in 1954 although large 
firms in this field—those with assets over 
$100 million—are scheduling capital out- 
lays at the same rate as in 1953. Electric 
power, mining and commercial companies 
are also planning to spend as much this 
year as last for plant and equipment. 
* * * 


CONTRACT AWARDS for new construc- 
tion in the 37 states east of the Rockies 
amounted to $1,573 million in August, ac- 
cording to data compiled by F. W. Dodge 
Corporation. Although the latest month was 
14% under the big July total, it was still 
the biggest August on record and 11% 
ahead of August, 1953. The biggest year- 
to-year gain was in residential contract 
awards which came to $693 million, 36% 
ahead of last year. Nonresidential con- 
tracts at $551 million, were 1% above 
1953 while heavy engineering 
awards amounted to $330 million, or 9% 
under a year ago. The August contract 
award figures brought the total for the 
first eight months of this year to $12.7 bil- 
lion, a 14% gain over the corresponding 


* * * 


Consumer demand for TELEVISION SETS 
has made a good comeback this year and 
July was no exception. 368,634 sets were 
sold by retailers during the month, up from 
351,885 in June and 340,406 in July, 1953. 
Cumulative sales in the first seven months 
of this year amounted to 3,174,394 units 


Latest Previous Pre- 
Wk. or = Wk. or Year Pearl 
Date Month Month Ago Harbor* 
MILITARY EXPENDITURES—$b (e) | Aug. 3.2 29 3.8 1.6 
Cumulative from mid-1940 Aug. 561.0 557.8 514.0 13.8 
FEDERAL GROSS DEBT—$b Sept. 14 274.9 275.0 273.3 $5.2 
MONEY SUPPLY—$b 1.9%. 
Demand Deposits—94 Centers____| Sept. 8 54.0 54.1 50.0 26.1 
Currency in Circulation _ ___ | Sept. 15 30.0 30.1 30.3 10.7 
BANK DEBTS—(rb3)** 
New York City-$b__ | Aug. 60.1 63.0 469 16.1 
344 Other Centers—$b__————S| Ag 95.1 95.6 90.7 29.0 | 
PERSONAL INCOME—$b (cd2) July 287 287 288 102 | 

Salaries and Wages = by, 196 196 201 66 

Proprietors’ Incomes. eee | |, 49 49 48 23 

Interest and Dividends. ss: ly 24 24 23 10 

Transfer Payments___ ss ly 16 16 14 10 

(INCOME FROM AGRICULTURE) July 16 16 15 3 
POPULATION—m (e) (cb) | Aug 162.7 162.4 159.9 133.8 

Non-Institutional, Age 14 & Over | Aug 116.3 116.2 115.2 1018 
Civilian Labor Force | Aug. 65.5 65.5 64.6 55.6 
Armed Forces _ rani ieee ES 3-3 = 3.4 1.6 

unemployed Aug. a2 330 12 3.8 
Employed Aug. 62.3 62.1 63.4 51.8 

In Agriculture___ Aug. 69 75 75 8.0 
Non-Farm____ Aug. 55.3 54.7 O59 43.2 

Weekly Hours | Aug 42.2 38.4 43.1 42.0 
EMPLOYEES, Non-Fa>m—m (1b) Aug. 48.0 47.8 50.0 37:5 

Government__ Aug. 6.5 6.5 6.4 4.8 

Trade ewe Aug. 10.3 10.4 10.4 79 

Foctory | Aug. 12.5 12.2 14.1 11,7 
Weekly Hours | Aug. 39.7 39.4 40.5 40.4 
Hourly Wage (cents) Aug. Lo 1.80 1.77 77.3 
Weekly Wage ($)___ Aug. 71.06 70.92 71.69 21.33 

PRICES—Wholesale (Ib2) | Sept. 14 110.0 109.9 111.0 66.9 
Retail (cd) | June 209.0 208.7 210.1 116.2 
COST OF LIVING (Ib2) July 195:2 115.1 114.7 65.9 
TO | July 114.6 113.8 113.8 64.9 
oo ~ | July 104.0 104.2 104.4 59.5 
__ Rent = luly 128.5 128.3 123.8 89.7 
RETAIL TRADE—$b** | 1 an 

Retail Store Sales (cd) | July 14.3 14.4 14.5 47 
Durable Goods__ : | July 4.9 5.0 5.1 13 
Non-Durable Goods_ . | July 9.4 9.4 9.4 3.6 

Dep't Store Sales (mrb) _| July 085 085 086 0.34 

Consumer Credit, End Mo. (rb) | July 27.8 27.8 27.6 9.0 

MANUFACTURERS’ August, 

New Orders—$b (cd) Total** 7 | July 22.6 22.9 24.5 14.6 
Durable Goods_ ay 99 10.0 11.6 | 
Non-Durable Goods___| July i277 12.9 129 TS 

Shipments—$b (ed)—Total** —| July 24.2 24.2 25.1 8.3 
Durable Goods pee 11.4 11.4 12.7 4.1 
Non-Durable Goods _| Suly 128 129 123 4.2 | 1953 period. 

BUSINESS INVENTORIES, End Mo.** 

Total—$b (cd) = July 78.4 79.0 81.1 28.6 
Manufacturers’ Bn 44.2 44.5 46.5 16.4 
Wholesalers’ - _ | July 11.7 11.9 11.9 Al 
ae ey 22.4 22.6 22.7 8.1 

Dept. Store Stocks (mrb) duly 2S 2.4 2.6 11 

BUSINESS ACTIVITY—1—pc Sept. 11 186.5 188.0 199.4 141.8 

(M. W. S.)—1—np_______ | Sept. 11 232.1 235.0 244.0 146.5 





as compared with 3,116,306 in the same 
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Latest Previous Pre- 
Wk.or Wk.or = Year Pearl PRESENT POSITION AND OUTLOOK 
OK Date Month Month Ago Harbor* 
~~ | INDUSTRIAL PROD.—Ia np » (rb) | Aug. 124 124 136 93 1953 months. The | improvement’ was $ espe- 
| Mining_ | Aug. 1 113 119 87 cially noteworthy in view of the imminence 
dere | Durable Goods Mfr.__________| Aug. 135 134 157 88 of large-screen color television receivers 
- | Non-Durable Goods Mfr._ | Aug. 116 115 119 89 which was expected to restrain current 
ost = ae oss = buying of black i 
ned | CARLOADINGS-—t—Total | Sept. 11 6022 688 = 711 933 ying s — — a 
| Mise. Freight________| Sept. 11 300 343 342 379 ; 
0 | ao _ — | Sept ae ie “ a9 66 | Expenditures for NATIONAL ADVERTIS- 
‘ | Grain_ eee ae ; a, -| Sept. 11 45 52 44 43 ING in July were 2% under June, accord- 
. | Cae Saws a ing to the seasonally adjusted index of 
) | ELEC. POWER ‘Output (1 (Kw.H. )m | Sept. 11 8,808 9,087 = 7,963 3,266 ~_—|_:-~Printers’ Ink. The index stood at 170% of 
ia sith inte tan talon | Sept. 11 67 77 8.1 10.8 | the 1947-1949 average in the latest month, 
vl iieaieiion Neiee dae %., ____| Sept. 11 255.3 248.6 314.9 44.6 | @ level still 2% above outlays in July, 
i | ech, Sek Me... | July 67.2 69.6 74.8 61.8 | 1953. National advertising in magazines 
ities | peace -| Seaare | in July was 4% under a year ago while 
ures PETROLEUM (bbls) m = - - “a 41 | network radio dipped 17%. On the other 
_— Cee Dae. Da ot ' “| hand, television advertising was 32% 
ally Gasoline Stocks__.___ | Sept. 10 153 155 141 86 : 
. | | | above a year ago, outdoor media had a 
18 Fuel Oil Stocks . | Sept. 10 ” ” “ —” | C7% gain and business papers took in 1% 
3.48 Heating Oil Stocks = | Sept. 10 122 117 125 55 un 
- | LUMBER, Prod.—(bd. ft.) m | Sept. 11 191 185 223 632 * * * 
4 | Stocks, End Mo. (bd. ft.) b July 9.0 9.1 7.8 7.9 FREIGHT CAR builders have had their first 
vi PRESSES EL , ‘ 
upturn in order backl ’ 
on. | STEEL INGOT PROD. (st) m | Aug. 6.7 6.6 9.4 70 | acklogs in two long years 
< | 57.5 50.8 76.6 747 | Cars on order rose to 13,013 at the end 
will | Cumulative from Jan. 1 Aug. , . ' : | : 
: ; cae oe | of August a gain of 124 from a month ear- 
ast | ENGINEERING CONSTRUCTION * di -_ i | lier. The improvement resulted from an in- 
nd- | AWARDS— —$m (en) ~~? ime Pi ca | crease in new orders which rose to 2,425 
ays . Cumulative from Jan. 1 Saye. 6 eae | in August from only 883 the previous 
7 | MISCELLANEOUS | | month. Shipments also were higher at 2,297 
ant | Paperboard, New Orders (st)t | Sept.11 200 312 199 165 | cars, but were under incoming orders. 
ge | Cigarettes, Domestic Sales—b_ | June 35 31 33 17 Manufacturers are hopeful that the Gov- 
ver | Do., Cigars—m____ | June 533 480 510 543 | ernment’s plan to buy cars here for foreign 
a | Do., Manufactured Tobacco (Ibs.)m. | June 18 17 17 2a countries, will bolster demand. 
ric | Pas Manet ha Noe Somes ob jugs aa _ 
ies | a“ Billions. cbh—Census Bureau. cd—Commerce Dept. cd2—Commerze Dept., seasonally olaned wnndiihe totals at mel rate, before taxes. 
his | cdib—Commerce Dept. (1935-9—100), using Labor Bureau and other data. e—Estimated. en—Engineering News-Record. 1—Seasonally adjusted index 
| (1935-9—100). la—Seasonally adj. index (1947-9—100). Ib—Labor Bureau. Ib2—Labor Bureau (1947-9—100). Ib3—Labor Bureau (1935-9—100). It—Long | 
tons. m—Millions. mpt—At mills, publishers and in transit. mrb—Magazine of Wall Street, using Federal Reserve Board Data. np—Without compensation | 
| for population growth. pc—Per capita basis. rb—Federal Reserve Board. rb3—Federal Reserve Bank of N. Y.—1941 data is for 274 centers. st—Short tons. | 
JC- _t—Thousands. *—1941; November, or | week ended December 6. **—Seasonally adjusted. 
ies if er wore rari aeT hae a 
1C- _ THE MAGAZINE OF WALL STREET (COMMON STOCK INDEXES» 
ge | ——_ : ees ees aA es 2 
| 1954 1954 
as | No. of 1953-'54 Range 1954 1954 
till ‘ah 5 10 S$ 17 (Nov. 14, 1936, Cl.—100) High Low Sept. 10 Sept. 17 
5 Issues (1925 Cl.—100) Hig how — me. 100 HIGH PRICED STOCKS 157.9 1144 156.1 157.9 
% 300 COMBINED AVERAGE 243.9 179.0 240.8  243.9A | 100 LOW PRICED STOCKS 287.0 203.7 282.9 —-287.0A 
“”" : pone oa Ra : = ——— ; Oy SD 
ict My Agricultural Implements . 263.3 179.0 225.5 225.5 4 Investment Trusts 129.7 93. 1 129.7 129.7 
2 10 Aircraft (‘27 Cl.—100) 776.2 330.3 763.9 747.6 | 3 Liquor (27 Cl.—100) 967.8 805.8 917.2 934.3 
% 7 Airlines (’27 Cl.—100) 693.9 492.6 684.7 689.6 | 11 Machinery 285.5 181.0 275.3 281.4 
n- | 3 7 Amusements 135.7 76.4 134.9 135.7A | 3 Mail Order 153.0 101.0 149.8 146.6 
ve 10 Automobile Accessories 289.4 213.8 259.8 266.8 3 Meat Packing . 102.0 78.7 100.3 102.0A 
1 TO) PASO DNOE c.ssvsscececscosasceccceesss 49.4 38.4 40.8 41.6 10 Metals, Miscellaneous 311.6 198.4 297.5 311.6A 
9 | 3 Baking ('26 Cl—100) ......... 28.0 23.0 24.4 24.6 | Paper on eeccecnee eae 687.5 394.9 659.8 687.5A 
Yo | 3 Business Machines .. 948.7 311.4 534.6 548.7A | 24 Petroleum 521.2 376.5 505.0 521.2A 
ct | 2 Bus Lines (’26 Cl. ate 319.5 170.2 296.3 319.54 | 22 Public Utilities 229.4 173.8 227.4 227.4 
1e | 6 Chemicals ; .. 446.9 337.9 435.8 443.2 8 Radio & TV (‘27 Cl.—100) 36.9 27.6 33.9 35.3 
Te el | 3 Coal Mining me ga 15.4 9.0 11.1 11.1 8 Railroad Equipment 64.1 49.1 62.4 62.4 
| 4 Communications vere 87.0 58.6 87.0 87.0 20 Railroads 53.2 41.8 51.4 51.8 
1g | 9 Construction tiuan 963 57.9 87.2 89.0 DS Racal sissesccscs. rere (9 42.3 76.2 75.7 
| 7 Containers miscues | Geen 456.9 642.6 652.4 3 Shipbuilding 468.3 228.7 444.9 450.8 } 
| 9 Copper & Brass ciiertenccste | ACID 125.3 192.9 197.1A 3 Soft Drinks ...... . Sa 339.0 402.9 402.9 | 
S | 2 Dairy Products 0.0... 129.1 82.3 1228 121.8 1 Steel & Iron 172.8 1228 170.2 1728 | 
d 5 Department Stores ee 73.2 54.6 70.4 70.4 3 Sugar Beoiaes vist ceerrseaaates 59.8 - 45.9 52.3 Lk 
5 Drug & Toilet Articles 296.8 203.8 294.4 296.8A 2 Sulphur . 720.1 525.6 698.6 720.1A 
e | 2 Finance Companies . 538.4 341.8 526.4 538.4 DC ee ere 162.2 101.3 123.6 123.6 
n | 2 Food Stores .... 246.1 113.0 244.2 246.1A 3 Tires & Rubber sentaeeeexs 118.2 70.4 109.6 118.2A | 
3 | 2 Food Stores ..... : edsanoan eave 151.6 113.0 146.3 147.6 5 Tobacco oe 105.2 73.5 81.1 81.1 
a) TSC LOTG ICN CCS Renee ene ener rere 79.2 59.6 63.7 63.0 2 Variety Stores ...............0000. . os 274.4 277.2 277.2 | 
1s | | 4 Gold Mining re sesstses F600 502.3 653.0 658.0 16 Unclassified (‘49 Cl. —100) 130.1 97.0 126.0 126.0 
ts | | care Saat | 
e | A—New High for 1953-1954. 
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Trend of Commodities 





Commodity futures were no worse than mixed in the two 
weeks ending September 17 but the Dow-Jones Commodity 
Futures Index fell 1.91 points during the period as the result 
of continued weakness in coffee and cocoa. Near-term wheat 
futures were lower but the later options showed resistance to 
decline, the July contract actually gaining 2 cent during the 
period to close at 207. United States and Canadian crop 
reports put North American wheat production in 1953 at 1,340 
million bushels, a 25% decline from last year’s output. The 
large carryover from previous crops will put total supplies at 
record levels of about 2.83 billion bushels, an increase of 130 
million bushels over last year. However, the Commodity Credit 
Corporation holds a large part of the U. S. supply, controlling 
875 million bushels as of July 1, either through ownership 
or under the price support program. Moreover, a big share 
of the 1954 crop will also go into the loan. As a result, the 


supply of free wheat in coming months is apt to be limited. 
May corn lost 1% cents in the two weeks ending Septembe 
17 to close at 15914. The Agriculture Department's estimate, 
based on September 1 conditions, was for a 2,973 million 
bushel crop, 150 million bushels above the August 1 forecast 
Adding this total to the estimated October 1 carryover of 90( 
million bushels brings total supplies for the year beginning 
October 1, 1954 to 3,873 million bushels or about 75 million 
bushels below the current season’s supply. If disappearance 
next season equals this season’s estimated 3,050 million 
bushels, the carryover on September 30, 1955 will be reduced 
to 825 million bushels. Cotton futures were moderately higher 
in the two weeks ending September 17 and the December 
option gained 46 points to close at 35.18. Continued reports 
of further crop deterioration were the main basis for strength. 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices—1947-1949, equals 100 


Date 2 Wks. 3Mos. 1Yr. Dec.6 
Sept. 17 Ago Ago Ago 1941 


22 Commodity Index ; 90.5 908 91.5 88.9 53.0 
9 Foodstuffs , ; 953 976 S74 G72 46.1 
3 Raw Industrial BIA 86.3 87.5 83.5 583 








RAW MATERIALS SPOT INDEX 
MAY JUNE JULY AUG. SEPT OCT. 
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14 Raw Materials, 1923-25 Average equals 100 
Aug. 26,1939—63.0 Dec. 6, 1941—85.0 
1953-'54 1952 1951 1945 1941 1939 1938 1937 


High 162.2 181.2 215.4 111.7 88.9 67.9 57.7 86.6 
low 147.8 160.0 1764 986 58.2 489 47.2 54.6 
38 


Date 2Wks. 3Mos. 1Yr. Dec.6 
Sept. 17 Ago Ago Ago 1941 


SPOTS 2550-1 sasnescyvacsyosssesassbdeceseeasat 976 95.9 968 88.2 546 
ts 1 | ee sate .. 88.5 87.8 88.0 87.0 563 
4 Fats & Oils siiseivsisens COM Bed “Gee Oar <S50 





COMMODITY FUTURES INDEX 
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Average 1924-26 equals 100 


1953-54 1952 1951 1945 1941 1939 1938 1937 | 


High ee 183.7 
LS eee 153.8 


192.5 2145 958 743 783 658 93.8 
168.3 174.88 83.6 58.7 61.6 57.5 647 
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The Personal Service Department of THE MAGAZINE OF WALL STREET 
will answer by mail or telegram, a reasonable number of inquiries on 
any listed securities in which you may be interested or on the standing 
and reliability of your broker. This service in conjunction with your 
subscription should represent thousands of dollars in value to you. It is 
subject only to the following conditions: 

1. Give all necessary facts, but be brief. 

2. Confine your requests to three listed securities at reasonable intervals. 


3 


addressed envelope. 


No inquiry will be answered which does not enclose stamped, self- 


4, No inquiry will be answered which is mailed in our postpaid reply 


envelope. 


5. Special rates upon request for those requiring additional service. 





Pepperell Manufacturing 
Company 
“When you reviewed the textile indus- 
try in your magazine, you stated that 
this industry faced difficulties in the past 
year and I was wondering how it affected 
Pepperell Manufacturing Co. Will you 
please furnish late earnings and also 
state the principle products the company 
manufactures.” 
S. E., Massillon, Ohio 


Pepperell Manufacturing Com- 
pany has a good record in the tex- 
tile industry. Consecutive divi- 
dends have been paid since 1852. 

For the fiscal year ended June 
30, 1954, Pepperell reported sales 
of goods and services amounted to 
$85,290,188, with net income after 
taxes $2,387,355, equal to $4.91 a 
share on 486,135 shares of com- 
mon stock outstanding. This com- 
pares with sales of goods and 
services of $87,443,652 and net 
income of $3,861,002, equal to 
$7.95 on the same number of 
shares a year ago. 

The 1953 figures include net 
earnings of 314 months from the 
Dunson Mills, acquired in March 
1953, while the 1954 figures in- 
clude the entire year’s operation 
of these mills in Georgia, now 
operating as the Dunson Division. 

The textile industry in general 
had a year of readjustment, with 
volume of sales below normal. 
Most of Pepperell’s profit was 
made in the first three quarters, 
and by the end of the fiscal year 
selling prices on some major 
products were as much as 10% 
lower than a year ago, but despite 
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some higher raw material costs. 
During recent weeks, there has 
been a tendency for the selling 
prices of company’s products to 
firm, with a few advances, al- 
though volume of sales at the ad- 
vanced prices has not been very 
large. 

Pepperell manufactures sheets, 
blankets, apparel fabrics, crib 
blankets, rayon goods, shoe fab- 
rics and a wide variety of other 
textiles. 

During the fiscal year the com- 
pany paid dividends of $2,187,607, 
amounting to $4.50 per share, 
compared to $1,944,540 or $4.00 
per share the previous year. 

Net working capital as of June 
30, 1954, was $26,141,341; while 
net assets total $46,914,799. 


Jewel Tea Company 


“T have a modest holding in Jewel Tea 
Company and as the stock has had a 
good advance, I was wondering whether 
I should accept profit or hold this invest- 
ment for the long term.” 


J. R., Trenton, New Jersey 


Earnings of this grocery truck 
route and store company are nor- 
mally stable and the new cata- 
logue division enhances outlook. 
While the present cash yield is 
modest, for conservative investors 
seeking a fair quality stock in the 
food industry, the shares merit 
retention on a long range basis. 

Operations of Jewel Tea Com- 
pany for the 28 weeks ended July 
17th, 1954 showed sales of $144,- 
700,147, 13.2% above the previous 
first half record established last 


year. Substantially all of the in- 
crease came through increased 
tonnage—the principal exception 
being coffee. 

Food Store sales increased con- 
siderably more than the average 
for the industry, due to further 
expansion within the Chicago 
metropolitan district into areas 
not served previously and the con- 
tinuing program of bringing mod- 
ern improvements such as larger 
stores, selfservice meat markets 
and air conditioning. 

Sales on the Home Service 
Routes also exceeded a year ago. 
Most product categories contrib- 
uted to the gain on the routes, in- 
cluding coffee, cosmetics, cleaning 
products, housewares, clothing 
and other general merchandise. 
Sales through the Catalogue Shop- 
ping Service continued to rise 
more rapidly than the route sales 
as a whole. 

Net earnings were $1,990,878 
for the first 28 weeks of 1954, or 
13.4% above the first 28 weeks of 
1953. Earnings after preferred 
dividend requirements amounted 
to $1.45 per common share based 
on the 1,280,281 shares currently 
outstanding. This compares with 
$1.35 per share based on the 1,- 
197,176 average of shares out- 
standing during the first half of 
1953. Earnings in the first half 
of this year were reduced sub- 
stantially by accounting charges 
to adjust unroasted or raw green 
coffee costs to a LIFO (last in, 
first out) basis. 

Net additions to property, plant 
and equipment in the first 28 
weeks of 1954 were $3,877,490 
after deducting the book value of 
capital assets sold or abandoned. 
This compares with net additions 
to capital assets of $2,665,434 in 
the first half of 1953. Based on 
operating budgets, net additions 
to capital assets during the re- 
mainder of this year are expected 
to total $3,700,000. 

Net working capital totaled 
$24,852,352 at mid-year 1954 com- 
pared with $26,865,207 at the 

(Please turn to page 40) 
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start of this year. 

The 40¢ quarterly dividend may 
again be supplemented by a 20¢ 
year-end-extra, 


International Nickel Co. of 
Canada, Ltd. 

“IT have been a subscriber to your 
valuable magazine for a good number 
of years. I would appreciate receiving 
latest earnings data on International 
Nickel Co. of Canada, Ltd. and also 
information on any new developments 
in its field that offer good promise.” 


I. T., Dayton, Ohio 


Net earnings of International 
Nickel Co. of Canada, Ltd. and 
subsidiaries for the six months 
ended June 30th, 1954 were $32,- 
586,185 after all charges, depre- 
ciation, depletion, taxes, etc., 
equivalent, after preferred divi- 
dends, to $2.16 a share on the 
common stock. 

For the corresponding first six 
months of 1953 net earnings were 
$29,205,595 or $1.93' per share of 
common. 

In the three months ended June 
30th, 1954, net earnings were 
$16,539,248, equal to $1.10 a share 
on the common, compared with 
$16,046,937, or $1.06 per share 
of common in the first quarter of 
1954 and $13,615,044, or 90c per 
share of common, in the second 
quarter of 1953. 

Among the many fields employ- 
ing nickel holding great promise 
for the future is the electronics 
industry, according to Dr. John 
F. Thomas, chairman of the board 
of directors. Each year sees an 
expanding use of electronic de- 
vices throughout industry and in 
the home. The versatility of nickel 
and the useful properties of this 
metal and its alloys, particularly 
their magnetic, thermal expan- 
sion and electrical properties, are 
invaluable for many applications 
in the electronics industry. These 
characteristics assist engineers 
in harnessing and controlling 
much of today’s complex machin- 
ery. 

Nickel-containing stainless 
steels and other nickel alloys used 
in electronics are produced in 
various forms by steel mills, foun- 
dries and other companies. In- 
ternational Nickel’s plants pro- 
duce many types of wrought 
nickel, and Monel, Inconel and 
other high nickel alloys, all of 
which have electronic applica- 
tions. 
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The electronics industries fore- 
sees great expansion. Compara- 
tively small quantities of nickel 
and nickel alloys are used in in- 
dividual components of electronic 
devices, but the production of 
such devices is so large that In- 
ternational Nickel supplies to this 
industry were more than 7,000,- 
000 pounds of nickel during the 
past year. The electronics field 
is expected to become an impor- 
tant growing market for nickel. 

Prospects for the company over 
coming months continue favor- 
able. 

Dividends including extra total 
$2.35 a share in 1953 and 50c 
quarterly has been paid thus far 
in the current year. 


Armstrong Cork Company 


“Please furnish information as to recent 
earnings of Armstrong Cork Company 
and prospects over coming months.” 


G. W., Los Altos, Calif. 


The Armstrong Cork Company 
earned $5,818,540 after taxes on 
net sales of $106,078,788 in the 
first six months of 1954. In the 
comparable period last year, the 
company earned $5,167,253 after 
taxes on net sales of $112,915,463. 

Earnings per share of common 
stock, after deducting dividends 
on preferred stock, amounted to 
$3.56 on 1,517,194 shares out- 
standing, compared with $3.32 on 
1,415,103 shares outstanding in 
the first half of 1953. The increase 
in the number of common shares 
outstanding resulted from the 
conversion of preferred shares 
and the exercise of stock options. 

With the decline in sales vol- 
ume, earnings before income 
taxes also declined, from $14,179,- 
853 in the first half of 1953 to 
$11,918,540 in the first half of 
this year. The improvement in net 
earnings after tax, resulted 
chiefly from the elimination of 
the excess profits tax. 

The subsidiaries operating 
abroad reported net earnings of 
$431,128 after taxes on combined 
sales of $9,874,281, compared 
with $278,974 on sales of $9,820,- 
880 in the first six months of 
1958. 

During the recent six months 
under review, the company’s capi- 
tal additions totaled $4,860,000. 
The book value per share of com- 
mon stock rose from $64.40 on 
December 31, 1953, to $65.68 on 
June 30th, 1954. Dividend pay- 
ments on the common stock were 
on the basis of 75¢ per share per 
quarter instead of 65¢ as in the 
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first two quarters of 1953. 


The demand for some flooring’ 
lessened during the) 
spring of 1954, but now appears _ 


materials 


to be strengthening; new prod- 
ucts introduced for the building 
industry are showing some strong 
sales promise; sales of industrial 
specialties have been adversely 
affected by lowered manufactur. 
ing activity across the nation; 
sales of packaging products have 
held up well and continue at a 
higher level. Over the remainder 
of the year, the tone of general 
business should be strong, reflect- 
ing record total purchasing 
power, after taxes in the hands of 
consumers. Buying, nevertheless, 
promises to remain highly selec- 
tive and competition keen but 
Armstrong expects to get its full 
share of the business available 
and a gain in earnings appears in 
prospect over coming months. 


Spencer Chemical Company 


“T am interested in receiving late data 
on Spencer Chemical Company, a rela- 
tively small chemical company but am 
told that this is a progressive outfit. 
Anything you can tell me in regard to 
prospects for this company over coming 
months would be appreciated.” 


C. S., Fort Wayne, Indiana 


Even with substantially in- 
creased facilities, Spencer Chem- 
ical Company still was able to 
market the capacity production of 
its major plants to establish rec- 
ord sales and net earnings in the 
fiscal year ended June 30th, 1954. 

Net earnings amounted to $5,- 
287,084, equal to $4.53 a share on 
the average number of shares 
outstanding. This compared to 
$4,661,177, or $4.01 a share on a 
smaller common share capitaliza- 
tion a year earlier. The conver- 
sion of 124,855 shares of pre- 
ferred for a like number of com- 
mon shares increased the out- 
standing shares to 1,124,855 at 
the year’s end. 

The new high in profits was 


achieved despite substantial non- | 


recurring expenses in connection 
with the start-up of a new anhy- 


drous ammonia unit at Vicks- | 
burg, Mississippi, and organiza- | 
tional expenses connected with a | 
new polyethylene facility being | 


built at Orange, Texas. 


The additional production from | 


the Vicksburg plant and some 
modest price adjustments resulted 


in a sales total of $34,104,178, | 


which was 10% higher than the 
$30,837,454 volume in the preced- 
ing year. 
The Vicksburg works, planned 
(Please turn to page 44) 
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Gulf Oil Corporation has developed an entirely 
different type of glass cleaner to eliminate the 
smearing and scumming-up of automobile wind- 
shields. Named Klear-Shield, it has been introduced 
for service use in stations handling the company’s 
line. Secret of the cleaner is that it dissolves the 
water-insoluble materials not removed in ordinary 
washing of windshields. It is these insolubles—which 
won’t “wet” when rain starts, that spread a filmy 
scum under the moving wiper blades, blurring vision. 
The cleaner, a liquid, also effectively removes dust, 
dirt, greasy film, bug splatter and other matter. 


The greatest power plant in the middle west, and 
one of the largest and most efficient in the country, 
was recently completed when a fourth big generat- 
ing unit was put in operation at Commonwealth 
Edison Company’s Ridgeland Station. The 150,000- 
kilowatt turbine generator was approved for service 
following several weeks of test operation. The elec- 
tric generating unit was made by Allis-Chalmers 
Manufacturing Co. The nameplate capacity of the 
station is now 600,000 kilowatts, the equivalent of 
more than 800,000 horsepower. Its output of elec- 
tricity is enough to serve a city of more than a 
million population. 


General Foods Corporation has begun introduction 
of a new product—“Coffee Flavor Instant Postum”’. 
The product is a soluble powder similar in appear- 
ance to both Instant Postum and soluble coffee, and 
the consumer prepares it as those beverages are 
prepared. Its coffee flavor is artificial. Market re- 
search and consumer tests over a four-year period 
indicate that new imitation coffee flavor Instant 
Postum will enjoy high consumer acceptance. It 
will retail at a lower price than instant coffee. 


Lockheed Aircraft Corporation appropriated $10 
million to establish a new scientific laboratory for 
advance research by its missile systems division in 
Van Nuys, Calif. Research in the nuclear field will 
be emphasized in the laboratory. Lockheed’s missile 
systems division deals with complete missile devices, 
including airframe, propulsion and_ guidance 
mechanisms, warheads for missiles and additional 
specialized electronic and mechanical equipment. 
The division now has 700 employees and expects 
to boost its personnel to 1,000 by the end of the year. 


Pittsburgh Plate Glass Company has just an- 
nounced plans to construct a huge ultra-modern 
plate glass producing plant at Cumberland, Mary- 
land. Estimated cost of the proposed plant is about 
$34 million. It will embody all the facilities neces- 
sary for the production, handling and shipment of 
plate glass, and will permit engineers to design 
plant lay-out to engage in the very latest technologi- 
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cal improvements. When completed, the plant will 
have features not present now in any plate glass 
plant in the world. The improvement in manufac- 
turing processes planned for the Cumberland plant 
would result in the production of the finest plate 
glass of precision optical quality. More than 600 
acres of property will embrace this new develop- 
ment. 


Dow Chemical Co., is about to embark on the 
agricultural pursuits of chicken raising and green- 
house tending. The firm’s Texas division early in 
September expects to occupy three new research 
buildings at Lake Jackson near the company’s plant 
at Freeport. Two of the three structures, which 
total 8,000 square feet, are poultry buildings and 
the third is a greenhouse. One reason for the pro- 
ject: Dow wants to experiment with the use of 
synthetic amino acids on 3,000 chickens. The com- 
pany is trying to develop combinations of the acids 
that, as part of the chick’s steady diet, will add to 
their health and growth. 


The use of abandoned slate quarries for the 
storage of heating oils will be tested by Standard 
Oil Co. of New Jersey. Esso Standard Oil Co., its 
big marketing subsidiary, soon will pump heating 
oil into a huge slate pit at Wind Gap, Pa., 75 miles 
from New York City. The oil will be held in reserve 
to help meet the heavy fall and winter demand. Oil 
will be moved to the pit which has a capacity of one 
million barrels through a 65 mile pipeline from 
Esso’s Bayway Refinery in Linden, N.J. In the 
winter months the oil in storage will be pumped 
back to the refinery for shipment by barge, truck 
and tank car to various distributing points. Esso 
owns or options on other quarries in the area which 
in addition to that at Wind Gap, could provide 
storage for about 8 million barrels of oil, the equiva- 
lent of the annual heating requirements of 225,000 
homes. It will take about a year to determine if the 
project is successful. If its feasibility is demon- 
strated, it may be the solution to the industry’s 
seasonal storage problem. 


The second of the two largest dredges ever built 
has been launched and soon will be tackling one of 
the biggest dredging jobs yet attempted. The ship, 
christened the “Joseph L. Block” will be operated 
for Caland Ore Co., Ltd., a subsidiary of Inland 
Steel Co. She’ll be put to work removing 160 million 
cubic yards of silt overburden topping an iron ore 
deposit in the basin of Fails Bay on Steep Rock 
Lake, Ontario. That amount of earth is equal to an 
excavation three miles long, one mile wide and 400 
feet deep and involves about as much dredging 
as was needed to carve out the Panama ee 
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Final Show-down on 
Public vs. Private Power 





(Continued from page 15) 


power program, its potential size, 
its inception, and ask some perti- 
nent questions relating to its 
economics. Today, Uncle Sam is 
marketing power from 65 hydro- 
electric projects and 11 steam 
plants. In addition, 32 hydro pro- 
jects and five steam plants are 
under construction, while Con- 
gress has authorized (but not 
appropriated for) 67 additional 
hydro-electric projects. This Fed- 
eral program totes up to 29 mill- 
ion killowatts: of generating ca- 
pacity, which would be 20 percent 
of the total United States capa- 
city expected by 1960. Because 
Federal systems allocate portions 
of the capital invested to so-called 
“non-reimbursable benefits” such 
as navigation, flood control, fish 
and wildlife, recreation, erosion 
control—allocations denied private 
developers for tax purposes— 
there is no way to accurately 
gauge the cost of our Federal 
power structure, but $20 billion 
is no doubt a conservative figure. 

The Federal Government en- 
tered the electric power business 
back in 1906 when it was recog- 
nized that hydro power would be 
available at Federal reclamation 
projects, as water stored behind 
irrigation dams. Congress author- 
ized the sale of surplus power to 
local users, giving preference to 
public bodies, later extended to 
Rural Elecric Administration co- 
operatives. The first Government 
project with power development 
as its chief function was the 
Hoover Dam on the Colorado 
River. Sale of power was author- 
ized by Congress at rates which 
would repay the Federal invest- 
ment in power facilities within 
a 50-year period. 

The Tennessee Valley Authority 
was created by Congress as a 
Federal corporation in 1933 to 
develop and conserve the water 
resources of the Tennessee River 
basin. At the beginning, electric 
power was a relatively minor 
product of TVA dams, but as the 
years passed, electric power pro- 
duction became a major part of 
TVA’s operations. In 1939, Con- 
gress gave TVA the right to ac- 
quire existing power systems, 
among them Commonwealth and 
Southern, thus permitting TVA 
to get a complete monopoly on 
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electric power in its area. Eventu- 
ally TVA erected steam plants for 
the sole purpose of generating 
electricity. As TVA moved along, 
the Federal Government was 
building other projects for flood 
control, navigation, conservation 
and reclamation. Presumably, 
electric power was but a by- 
product, but again electric power 
production became the chief 
operation. 


Federal vs. Private Costs 


In each of these Federal pro- 
jects the individual taxpayer has 
a direct investment. The sale of 
power is the principal source of 
revenue or return on his invest- 
ment, when such revenue is paid 
into the Federal Treasury. This 
means that the manner in which 
Federal power is sold determines 
whether the taxpayer has a profit, 
breaks even, or suffers a loss on 
his investment. 

The Federal Government can- 
not construct power facilities 
cheaper than the private compa- 
nies, Cost of equipment—turbines, 
generators, etc.—are the same. 
Labor costs are identical, as is 
the cost of transmission lines. 
But Government has the advan- 
tage that some costs are capi- 
talized to “non-reimbursable” 
benefits, mentioned earlier in this 
article. It remains, however, that 
the taxpayer pays for the “non- 
reimbursables,” many of ques- 
tionable benefit. 

Other things which give Fed- 
eral power an unfair advantage 
over private power include exemp- 
tion from Federal income taxes, 
low interest rates on Federal 
funds and virtual freedom from 
State and local taxes. It is true 
that in some instances the Fed- 
eral Government made payments 
to local governments in lieu of 
taxes, but such payments were 
negligible. In a 10-year period, 
TVA made a total of $26.2 million 
of such payments, but a private 
company would have paid ap- 
proximately $372 million. A fair 
question here could well be: Did 
electric consumers in the TVA 
area experience power cost sav- 
ings equal to this sum of money? 
The answer assuredly would be 
in the negative. TVA customers 
bought power at lower prices than 
prevail in adjacent areas served 
by private companies, but they 
paid proportionately higher pro- 
perty taxes for the reason that 
many millions of dollars of priv- 
ate utility properties—dams, 


power houses and transmission’ 


lines, acquired by TVA—had been 
removed from the local tax rolls. 

Some four or five years ago, 
an Interior Department official 
testifying before the House Pub- 


lic Works Committee on Federal 


power installations in the Pacific 
Northwest, was asked if a private 
power company could sell elec- 
tricity at the same low rate 
charged by the Bonneville Power 
Administration (another Federal 
power operation), if enjoying the 
tax exemptions that are Bonne- 
ville’s. His reply was in the af- 


firmative, with the observation | 


that the private company could 
sell even cheaper than Bonne- 
ville “because a private operation 
is always more efficient than a 
Government operation.” 

It is in the Pacific Northwest 
that the Federal Government has 
its greatest power output at this 
time, and the Pacific Northwest, 
including the great Columbia 
River basin, has the greatest un- 
developed hydroelectric potential 
in the country today. Much of the 
Northwest Federal development 
thus far undertaken has been fos- 
tered by two situations—the need 
for power for defense, and State 
laws permitting the arbitrary 
establishment of public power 
districts, even in areas where 
private capital has built power 
facilities. When such districts are 
established, the State agency 
simply takes over the property 
of the established private utility 
at a Court-determined “fair 
price.” This has not been con- 
ducive to development and expan- 


sion by the private companies — 


and probably accounts for some 
of the necessity for Federal power 
development in that region. Since 
many of the Federal projects, in- 
cluding many of their transmis- 
sion facilities, are located entirely 
within the public domain there is 


not much loss of real property | 


tax revenues to the States. 
move the threat of local public 
power districts, and private capi- 
tal will undertake needed develop- 
ments, and at no cost to the tax- 
payer, with consequent addition 
of millions of dollars of property 
to State, County and municipal 
tax rolls, 


Can Private Industry Do the Job? 


Federal power advocates declare 
that only the Federal Government 
is capable of constructing and 
operating the large hydroelectric 


(Please turn to page 54) 
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jig poe HALIFAX, Nova Scotia, National 
4 N Gypsum Company geologists have un- 
covered North America’s most massive gypsum 
deposit. Already a“ production line” from 
mine to harbor is being built. Early in 1955, 
National’s fleet of cargo 


ing to the Comy 


ships will start bring- 
Atlantic 


plants the first shipments of an almost inex- 


anys four seaboard 
haustible supply. 

This discovery is important to National 
American building. 


Gypsum... and to 


National’s four Atlantic plants supply a large 
percentage of the nation’s gypsum products. 
Now, with a gigantic new source of high- 
quality gypsum to call on, these plants are ex- 
panding to take an even larger portion of the 
growing market. And by cutting 500 miles in 
shipping distance from old quarries, National 
can reduce the cost of raw gypsum very sub- 
stantially. 


“strike eo 


more guarantee that National Gypsum’s pro- 


This great new Nova Scotia is one 
gram of continued expansion will never slacken. 
It is one more indication why National, started 
in 1926, now has over 200 Gold Bond prod- 
ucts.. sales of 
over $116.000.000 in 


eral reserves that will last for generations. 


NATIONAL GYPSUM CO. 
BUFFALO 2, NEW YORK 


. plants spanning the nation... 


1953. And now, min- 


Gold Bond 


\ we Pacemaker of the 


Sa. Building Industry 
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two years previous, was com- 
pleted within the original esti- 
mated budget. The $14,000,000 
Orange Works should be com- 
pleted by next spring and also 
within the original estimate. In 
the latest fiscal year $8,902,000 
was spent for additions to fixed 
assets, property, plant and equip- 
ment, compared with $11,140,000 
a year before. In the current fis- 
cal year, the company expects to 
spend about $10,000,000 for new 
construction. 

Because of the seasonal factor, 
sales and earnings for the six 
months ending December 31st, 
1954, may be somewhat lower 
than for the same period last 
year, but for the year as a whole, 
however, owing to greater pro- 
ductive capacity, larger sales 
should be realized. Current quar- 
terly dividend is $ .60 a share. 


Admiral Corporation 
“You have stated in your magazine that 
competition in the television and, radio 
and electrical appliance fields is intensi- 


fying and I have wondered how Admiral 
Corporation has fared in the recent 
period. Will you please furnish recent 
earnings and prospects.” 


O. C. Miami, Florida 


Admiral Corporation’s sales in 
the first six months of 1954 were 
$105,201,498 and earnings after 
taxes were $2,558,850. Net earn- 
ings per share were $1.09 on 2,- 
358,276 shares outstanding. Pro- 
fit, before tax and other reserves, 
was $6,054,633. 

Sales and earnings in the first 
half of 1953 were $131,222,438 
and $4,762,152, while earnings 
were $2.02 per share. Pretax 
earnings were $10,137,649. 

While television sales at retail 
during the first half of the cur- 
rent year were ahead of last 
year’s figures, most of the sales 
were made from distributor and 
dealer inventories. Manufactur- 
ers’ TV production and sales were 
considerably lower until field in- 
ventories were balanced. 

Sales during the second half of 
1954 should equal last year, ac- 
cording to the executive vice pres- 
ident of the company, while earn- 
ings during the same period are 
expected to equal or exceed 1953. 
He said that the company was 
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rapidly extending its newly de. 
veloped automation program of 
mechanized production incorpor- 
ating printed circuits to television 
receivers with lower operating 
costs resulting. This exclusive 
automation equipment was de. 
signed and built by Admiral en- 
gineers and constitutes another 
important “first’’. 

Second quarter sales were $49,- 
223,936, compared with $20,030,- 
589 in 1953, while net earnings in 
the quarter were $1,054,806, com- 
pared with $1,705,274 last year. 
Earnings per share for the second 
quarter were 45c, while 72c was 
earned in 1953. Profit before 
taxes and other reserves was $2,- 
178,482 compared with $3,508,- 
085 last year. 

The company is striving to im- 
prove its position in the appliance 
field but competition in this field, 
as well as television and radio 
lines, is increasing. Management 
is progressive and experienced. 

Dividends are expected to con- 
tinue at the 25c quarterly rate. 

—END 





How Real is Recovery 
in Movies? 





(Continued from page 29) 


than sufficient to bring the fiscal 
year’s earnings above $4 a share. 
This would compare with 99 cents 
a share reported for the year 
ended June 30, 1953. 

Universal Pictures, which has 


a relatively consistent earnings | 


record over the last three years, 
ends its current fiscal year around 
November 1, next, and is likely to 
show a material gain in net over 
the previous year when earnings 
equalled $2.35 a share. That figure 
has already been surpassed in the 
first 39 weeks to July 31, 1954, 
with net income, after provisions 
of $3.4 million for taxes and 
$250,000 for contingent liabilities, 
increasing to more than $2.6 mil- 
lion, equal to $2.49 a share for 
the common stock, from slightly 
in excess of $2 million for the 


corresponding period of last year. ‘ 


This was equal to $1.87 a share. 
The company’s successful “The 
Glenn Miller Story” has been a 
substantial contributor to this 
showing and it is expected that 
“The Magnificent Obsession”, 
Universal’s latest release * will 
prove equally profitable. Among 
other releases the company has on 
its schedule are two CinemaScope 
productions, “The Black Shield of 
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Falworth”’, and “Sign of the 
Pagan”, and “The Far Country” 
which will be for projection on 
the conventional size screen. 


Paramount Pictures which has 
had a good earnings record for 
the last four years—net for 1953 
was equal to $3.06 a share—is 
likely to show a five-year record 
high for the current 12 months’ 
period. For the six months ended 
July 3, last, consolidated net in- 
come totaled $3,962,000. This fig- 
ures out to $1.79 a share includ- 
ing 388¢c a share profit realized on 
sale and adjustment of inventor- 
ies in subsidiary and _ affiliated 
companies. Total net profit for 
this year’s first half compares 
with $2,991,000, or $1.29 a share 
reported for the corresponding 
period of 1953. While Paramount 
is concentrating on maintaining 
its high reputation as a producer 
of box office hits, it is also con- 
tinuing the development of diver- 
sified interests in other fields 
through its 64% owned Interna- 
tional Telemeter Corp., and Chro- 
matic Television Laboratories, 
Inc., in which it has a 50% in- 
terest. One of the products of the 
latter organization is a color tele- 
vision tube known as the “Law- 
rence” tube which is said to be 
sufficiently developed to provide 
high quality color TV pictures in 
sizes up to,24 inches. Inter- 
national Telemeter has been de- 
veloping a system for “pay-as- 
you-see”’ television and is working 
in several branches of the elec- 
tronics field, particularly in con- 
nection with the mechanization of 
various business operations and 
the development of new techni- 
ques for handling large quantities 
of complex information. 

The recent action of 20th Cen- 
tury-Fox in raising its quarterly 
dividend from 25 cents to 40 cents 
a share which was paid on Sep- 
tember 30, reflects the substantial 
rise in net earnings for the first 
six months of 1954, as well as the 
confidence that operating results 


' in the final six months will be 


equally satisfactory. For the 1954 
first half-year, consolidated net 
earnings of the company and its 
Wholly-owned subsidiaries 
amounted to a little more than $3 
million. This is equal to $1.17 a 
share and compares with net of 
$158,309 or six cents a share for 
the like 1953 period. 


For the 40-week period to June 


/ 10, 1954, Loew’s Inc., reported 


consolidated net profits of $4,466,- 


376. This is equal to 87 cents a 


(Please turn to page 52) 
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TRUCKS, TOO, 
SHIFT FOR 
THEMSELVES 





185 products 
in all 


are made by 


PRODUCTION 





with 
BORG-WARNER 
Automatic 
Transmission 


e Smoother, faster shifting, quicker pick-up, better gas 
mileage, lower maintenance cost, less driver tension and 
fatigue . . . these are some of the benefits now available 
in % to 1-ton trucks equipped with Borg-Warner Auto- 
matic Transmission. 


Recognized as the most flexible and versatile automatic 
in the industry, this outstanding B-W transmission has 
the over-all equivalent of four speeds — with two gear 
speeds, a converter, and direct drive. Solid direct drive 
in high—no slippage, no engine racing. Exceptional rock- 
ing ability in snow, mud, slush or sand. 100% downhill 
engine braking. Easiest of all automatics to service and 
maintain—entire transmission assembly can be readily 
removed independent of converter assembly and con- 
verter housing. 

As for fuel economy, in traffic and door-to-door delivery 
service the B-W truck automatic has shown from 9% 
to 40% increase in gas mileage — a bonanza saving in 
fleet operations, 

Designed, engineered and produced by Borg-Warner’s 
Detroit Gear Division, this new truck automatic trans- 
mission is readily adaptable to the special requirements 
of each vehicle on which it is used, and to the widely 
varying characteristics of different engines. It is a typical 
example of the engineering skills and production fa- 
cilities applied to every Borg-Warner product. 


B-W engineering makes it work 
B-W production makes it available 


BorG-WARNER 


THESE UNITS FORM BORG-WARNER, Executive Offices, Chicago: 

ATKINS SAW e BORG & BECK ¢ BORG-WARNER INTERNATIONAL 
BORG-WARNER SERVICE PARTS @ CALUMET STEEL ¢ DETROIT GEAR 
FRANKLIN STEEL e HYDRALINE PRODUCTS e INGERSOLL PRODUCTS 
INGERSOLL STEEL e LONG MANUFACTURING ¢ LONG MANUFACTURING 
CO., LTD. © MARBON e MARVEL-SCHEBLER PRODUCTS e¢ MECHANICS 
UNIVERSAL JOINT © MORSE CHAIN ¢ MORSE CHAIN CO., LTD. 
NORGE e PESCO PRODUCTS ¢ REFLECTAL CORP. © ROCKFORD 
CLUTCH e SPRING DIVISION e WARNER AUTOMOTIVE PARTS 
WARNER GEAR e WARNER GEAR CO., LTD. © WOOSTER DIVISION 
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Forces & Factors 
Minimizing Depression 





(Continued from page 13) 


ernment and personal sectors, are 
primarily responsible for the 
change in the nature of the busi- 
ness cycle as it has been experi- 
enced in the postwar years. But 
this is, of course, only part of the 
story of the postwar boom and its 
remarkable longevity. For while 
the business cycle has been dam- 
pened and calmed, business con- 
ditions themselves have been en- 
joying a prolonged, and on the 
whole healthy, stimulus from a 
variety of other directions. 

Most important among these 
direct stimuli has been the phe- 
nomenal growth in American pop- 
ulation. Almost 20 million people 
have been added to our popula- 
tion since 1946; almost 30 million 
since 1939. Accompanying this 
growth has been a rapid prolifera- 
tion of demands for roads, for 
schools, for institutional construc- 
tion of all kinds. And these side- 


demands resulting from popula- 


tion growth have been vastly 


augmented by still another devel- 
opment which represents a cross- 
breeding between population 
growth itself and the rapid rise 
in family incomes. This is the 
postwar phenomenon of subur- 
banization — a phenomenon that 
for five years has yielded an an- 
nual level of private residential 
construction work in the neigh- 
borhood of $12 billion, and more 
than one million housing starts 
per year. In this golden age of the 
housing industry, one American 
family out of five moves each 
year! 


New Products and Industries 


Behind this housing revolution 
lies still another postwar revolu- 
tion, which is in a still earlier 
stage. By 1953, the scientific re- 
search effort of American indus- 
try had climbed to upward of $4 
billion annually, and was employ- 
ing about a quarter of a million 
scientists and associated workers. 
Out of this unparalleled scientific 
effort has begun to emerge a 
stream of new products and new 
industries ranging from atomic 
devices to extra-light metals, and 
many of these new industries hold 











The 


100 Broapway 





A Report on 
The National City Bank 
of New York 


Reviews the record of past accomplishments, 
discusses the proposal to increase capital funds 
by $131,250,000, and examines prospects for the 
future with a strengthened capital position. 


Copies available on written request. 





FIRST BOSTON 
CORPORATION 


New York 5,N. Y. 

















46 





3 
as much promise of future growth” 
as did the air conditioning ani 7— 
television industries only a few” 
years ago. What may be particv. | 
larly noteworthy about the six } 
of the research effort is that it — 
implies, in the future, a continu. 
ing high level of expenditures for 
plant and equipment, to commer.) 
cialize the products discovered in” 
today’s laboratories. fig 

The sustained, stable charac. au 
ter of the great postwar boom jy 1M 
thus owing to a combination of 7k 
two general factors —the first, 10 
weakening of the power of the 
business cycle itself, and the sec.) th 
ond, a series of strong long-term & 
stimuli to the American economy, 4€ 
By all indications, both of these ab 
general factors will be present in th 
abundant degree in 1955. Govern. 10 
ment demand will continue t 
exert a supportive influence, par. sh 
ticularly now that the short-term # 
decline in defense activity has $2 
flattened out at its budgeted level. $: 
Personal incomes, already at 
nearly an all-time high, are likely 
to continue to rise under the im- 
petus of gradual wage rate in- 
creases, and the insatiable de. 
mands of the consumer sector are 
likely to rise with income. 1954 
will evidently be a record year in 
terms of population growth, and 9 
current indications in construc-) * 
tion contract awards figures are} 
that both residential and nonresi- | f] 
dential building activity, to keep| }, 
pace with population, will con-} 4 
tinue to rise in late 1954 and 1955, f 






A Strong Foundation : 
Viewed in this light, the| > 
strength of the basic forces which! ¢ 
produced the postwar boom obvi- d 
ously suggests something more| § 
than stability over the next year. t 
Regardless of whether interna ! 
tional tensions are greatly altered, 
and barring only an actual re- 
surgence of shooting war, it seems 
highly probable that total eco- ‘ 


nomic activity will stage a moder- 
ate but steady recovery. The basic 
trend of the postwar years pro- 
vides grounds for arguing that 
the gross national product — the 
total output of the nation’s goods 
and services—will exceed $365 bil- 
lion early in 1955, and pass its 
former peak of about $370 billion 
by late 1955. In this recovery, the 
unending search of the postwar 
consumer for an ever higher 
standard of living is likely to be 
the dominant element, as it has 
been throughout the postwar 
boom. —END 
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for redemption at $104. 
The same thing can be said of 


“those who bought Goodyear Tire 


& Rubber $5 preferred at or un- 
der the $105 call price, but what 
about the investor who acquired 
the stock at this year’s high of 
109, or even at 108%, as recently 
as last July? Having to turn his 
shares in at the call price means 
a loss for the latter investor of 
$3.75 on each share owned, and 
$4 a share loss for each share 
bought at the year’s high, a loss 
which was not offset by dividend 
payments even though the stock 
had been held from the beginning 
of the year. 


Loss in Redemptions 


Holders of Spencer Chemical 
$2.25 preferred stock who bought 
above the call price, especially at 
the year’s high of 6234, despite 
the conversion privilege, must 
have experienced something of a 
shock when Spencer issued its call 
for redemption at $51.50. The 
privilege of converting into com- 
mon stock share for share held no 
balm at the time inasmuch as the 
common on March 15, the re- 
demption or conversion date, was 
selling at 57%. However. for 
those who held this preferred 
issue and were not hampered by 
investment requirements in con- 
verting their holdings into 
Spencer Chemical common, subse- 
quent developments proved high- 
ly profitable when the latter issue 
moved up to an August high of 
74%, and now is selling in the 
market around 71. 

This is a good example of the 
possibilities frequently inherent 
In convertible preferred stocks. It 
also explains why investors inter- 
asted in qualitv securities of this 
type are willing to make pur- 
shases at or above the call price, 
Considering the difference as a 
sort of premium for the conver- 
ion privilege. On the other hand, 


, baying a premium, that is. buying 


4 non-convertible, callable pre- 
ferred stock, regardless of how 
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Philip Morris & Co. Ltd., Ine. 


Our Institutional SHARE OWNERS 
; ARNE 3 


Harkness Tower is a familiar landmark on 


the YALE UNIVERSITY campus in New 
Haven, Connecticut. The University, one of 
the nation’s foremost seats of learning 
and research, benefits from its return on 
an investment in Philip Morris shares. 





PHILIP MORRIS 
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i2th 
COMMON 
STOCK 
DIVIDEND 


CUMULATIVE PREFERRED STOCK 
The regular quarterly dividends 
of $1.00 per share on the 4% 
Series and $0.975 per share on 
the 3.90% Series have been 
declared payable November 1, 
1954. to holders of record at the 
close of business on October 
15, 1954, 
COMMON STOCK ($5.00 Par) 
A regular quarterly dividend 
of $0.75 per been 
declared payable October 15, 
1954 to holders of record at the 
close of business on October 1, 
1954. 

L. G. HANSON, Treasurer 

September 15, 1954 

New York, N. Y. 


share has 











high it may be considered to rank 
in investment quality, is common- 
ly poor investment judgment. The 
exception to this might be in con- 
nection with a callable preferred 
stock which, according to the re- 
demption clause, can not be called 
for several years at least. If the 
premium paid for such an issue 
is not too high, the investor, when 
the call is made, can afford to 
spread the difference between his 
purchase price and the call price 
over the vears in which he has 
held the stock. Actually, the dif- 
ference could be charged against 
total dividends paid on the shares 
during the period of ownership 
which would mean a lower annual 
return but this might not be such 
a great price to pay for stability 
of income from the investment. 
This, however, is something the 
investor who had only recently 
acquired the stock, paving above 
the call price, cannot do. 

In any event, investors, when 
considering the purchase of a 
preferred stock should give heed 
to factors other than the ability 
of the issuing company to show 


ample coverage of dividend re- 
quirements. There are, of course, 
a number of preferred stocks that 
are non-callable. In that case, 
there can be no concern as to the 
possibility of loss through re- 
demption by call at a price below 
that paid for the shares. 

Where the issue under consid- 
eration is callable, consideration 
must be given to the eall or re- 
demption clause. With few excep- 
tions these clauses provide for 
payments on a diminishng scale 
over a period of years. For in- 
stance, a particular issue might 
be redeemable at, say, 105 up to 
a certain date after which the 
redemption price falls to, for in- 
stance, 103.50, and then eventu- 
ally to 100. The elapsed time be- 
tween price changes and the pos- 
sible ultimate redemption at par 
value varies, depending unon the 
provisions established at the time 
the stock is issued and the number 
of vears it has been in existence. 

These conditions should be 
carefully checked before making 
a commitment in any preferred 

(Please turn to page 48) 
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Southern California ¥ 
Edison Company ¥ 


‘ 
DIVIDENDS ¢ 
COMMON DIVIDEND NO. 179 rf 


. 
. 

( 

, PREFERENCE STOCK > 
, 4.48% CONVERTIBLE SERIES , 
q DIVIDEND NO. 30 , 
, 

. 


PREFERENCE STOCK 4 
4.56% CONVERTIBLE SERIES 
DIVIDEND NO. 26 


} 
\ 
The Board of Directors has ‘ 
authorized the payment of the 
following quarterly dividends: 


50 cents per share on the ) 
Common Stock; ( 


28 cents per share on the Pf 
Preference Stock, 4.48% Con- {f 
vertible Series; ¢ 

2814 cents per share on the 
Preference Stock, 4.56% Con-  § 
vertible Series. ¢ 

The above dividends are pay- ? 
able October 31, 1954, to stock- ¢ 
holders of record October 5, }f 
1954. Checks will be mailed 
from the Company's office in ‘ 
Los Angeles, October 30. ) 


P.C. HALE, Treasurer 


September 17, 1954 b 4 
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CONSOLIDATED 

NATURAL GAS 
COMPANY 


30 Rockefeller Plaza 
New York 20, N. Y. 


DIVIDEND No. 27 


Tue BOARD OF DIRECTORS 
has this day declared a regular 
quarterly cash dividend of Sixty- 
Twoand One-Half Cents(6242¢) 
per share on the capital stock of 
the Company, payable on Novem- 
ber 15, 1954, to stockholders of 
record at the close of business 
October 15, 1954. 


R. E. PALMER, Secretary 
September 16, 1954 
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CUTTER Laboratories 


Producers of fine 
biologicals and 
pharmaceuticals 


78th DIVIDEND 


The Board of Directors on September 
10, 1954, declared a cash dividend for 
the third quarter of the year of 11¢ 
per share upon the Company's com- 
mon capital stock. This dividend will 
be oe? October 20, 1954 to share- 
holders of record September 20, 1954. 


F. A. CUTTER, Vice President & Secretary 
BERKELEY, CALIFORNIA 
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New Trend in Preferred 
Stock Redemption 





(Continued from page 47) 


issue, particularly now when 
there appears to be a trend among 
many companies in various indus- 
tries having preferred stock obli- 
gations to put redemption provi- 
sions into execution. 

The fact that a preferred stock 
has been outstanding for a num- 
ber of years is not an indication 
that the issuing company may not 
call the shares for redemption at 
the stipulated current call price. 
Goodyear Tire & Rubber’s deci- 
sion to redeem its $5 preferred 
stock is a good illustration. This 
is an issue that had been in in- 
vestment portfolios for 19 years. 
As a rule redemption notices are 
not given out much in advance of 
the actual redemption date; usu- 
ally the time between issuance 
of the call and the redemption 
deadline is 30 days. In this fact 
is the explanation of why Good- 
year’s preferred stock, redeemed 
at 105 on September 30, sold less 
than two months prior to that 
date at 108%/,. It is probable that 
purchases made at that market 
level were by prudent investors 
seeking a good quality preferred 
stock with a comparatively lib- 
eral yield. If so, it is obvious that 
the one thing they failed to do 
was to check the redemption pro- 
visions or failed to properly weigh 
the possibility of early redemp- 
tion, 

This is not a rare occurrence. 
It has happened before and will 
undoubtedly happen again so long 
as there are investors’ who, 
anxious to employ investment 
funds in good grade preferred 
stocks, neglect to give considera- 
ton to redemption clauses and re- 
cognize the possibility of those 
clauses being invoked at any time. 
By the same token, investors 
holding an issue selling above the 
current call price would be well 
advised to ponder on whether to 
liquidate their holdings at the pre- 
vailing level and reinvest the pro- 
ceeds in comparable quality pre- 
ferred stocks selling below their 
call price or which have a non- 
callable provision. In this con- 
nection, there are a number of 
non-convertible preferred stocks 
currently selling at slightly more 
or considerably above their pre- 
sent call prices. These are listed 
in the accompanying table. The 


alert investor is aware of the re 
demption features of these issue) 
which he may have in his port. 





tre 
mon 


how 


folio. The listings should prove tern 


of value to other investors holding} 
any of these stocks who have not 


jibe: 
ing] 


familiarized themselves with the tive 





redemption clauses or who have 
allowed this essential information 
to become buried under the stress) 
of other matters. 

In an accompanying table, we 
present a limited list of selected 
preferred stocks which we regard 
as suitable media for the reem. 
ployment of proceeds of sale of 
other preferred issues which in. 
vestors may decide to sell at this 
time. —END 





Where are 1954's 
Big Movers Headed Now? 








(Continued from page 10) 


split on a “dollar-averaging” 


basis. 


Inland Steel. The unusual fine 
earnings of this company, against 
a rather drab industrial back- 
ground, has laid the basis for an 
above - average performance for 
steel stocks. Despite the substan- 
tial advance in recent months, the 
issue should be held. Long-term 
prospects are exceedingly favor- 
able and the stock might be ac- 
quired on a scale down, when the 
opportunity for such action pre- 
sents itself. This is one of the best 
of the steel stocks and its inclu- 
sion would be warranted in a 
well-balanced portfolio. 





International Business Ma- 
chines. The immense advance in 
the stock has 
mainly on the imposing prospects 
of the company in the electronics 
field. Accordingly, it should be 
treated essentially as a long-range 
investment. Obviously, near-term 
prospects have been substantially 
discounted in the 125-point ad- 
vance in the stock and new com- 
mitments should be deferred. For , 
investors in a position to accumv- 


late high-priced shares, ‘dollar- f 


averaging” could be used to good 
advantage but should not be in- 
augurated until the technical 
position of the stock at present 
levels has been more fully tested. 
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International Paper. Mainte- 
nance of high earning power, as- 
sisted by the lapse of the excess 
profits tax, accounts for the 
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trength of the stock over recent 

Toonths. To a considerable extent, 
however, it would seem that near- 
term prospects have been rather 
liberally discounted and, accord- 
‘ingly, for those holding’ specula- 
tive positions, partial acceptance 
of profits is recommended. Long- 
term holders, particularly, those 
who acquired the stock at sub- 
stantially lower levels need not 
disturb their commitments. New 
purchases should be deferred. 





Lily-Tulip Cup. Rapid expan- 
'sion of earnings substantially 
justifies even the present ad- 
vanced price of the shares. While 
new commitments should be de- 
ferred, after a 54-point advance, 
long-term holdings need not be 
disturbed. However, for those 
holding the stock on a _ purely 
speculative basis, partial accept- 
} ance of profits might seem advis- 
able. 





Lockheed Aircraft. General en- 
thusiasm for aircraft shares, plus 
asharp increase in earnings, have 
contributed to the more than 
doubling of the market price. 
While this aggressive and well- 
managed company faces a satis- 
factory future, the present price 
of the stock has gone a long way 
towards discounting earning pros- 
pects. Hence, in this case, specu- 
lative profits might be accepted. 
A long-range position would seem 
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less advisable, especially when 
compared with potentials in such 
stocks as Boeing and Douglas. 


McGraw Electric. After a 44- 
point advance, this stock outran 
its near-term prospects and, upon 
substantial realizing, lost about 
half its gain. At the now more 
attractive price level, new pur- 
chases on a sliding scale would 
seem warranted. Long-term hold- 
ings should be maintained in view 
of the steady expansion of the 
company and excellent potentials. 


Minneapolis-Honeywell Regula- 
tor. The high investment standing 
accorded this stock is illustrated 
by the fact that it is priced at 
roughly 20 times estimated earn- 
ings for 1954, approximately the 
same ratio as General Electric. 
After a 46-point advance, a rest- 
ing point is indicated. While par- 
tial acceptance of speculative 
profits for those so minded would 
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sem in order, it probably would 
be wiser in the long run, in this 
tase, to forego the opportunity 
and treat the stock as a semi- 
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Popular demand has_ pushed 
prices of some of the best-known 
stocks above their value. At the 
same time, public neglect is keep- 
ing prices of equally good stocks 
at or below their 1946 levels. 
Many of these are bargains. Re- 
cent market behaviour indicates 
that the long overdue switch 
from over-priced leaders to these 
under-priced bargains is devel- 
oping. Babson’s bulletin can help 
you buy before the rise. 


16 Sales Advised 
This New “Switch” Bulletin, 
based on Babson’s 50-year ex- 
perience and up-to-the-minute 





BABSON’S SUGGESTS SWITCHES 
TO BARGAIN-PRICED STOCKS 


Timely, New Babson “Switch” Bulletin 
Lists Immediate Sales and Purchases 


research by 100 trained invest- of preparation and mailing — 
ment personnel, lists 16 leading you get this sample of the un- 
stocks as vulnerable to sharp de- biased advice that helps in- 
clines. Babson’s clients have al- vestors guard and increase their 
ready been advised to take their gains. Write: 

BABSON’S REPORTS Dept. M-3, Wellesley Hills 82, Mass. 


profits and reinvest in selected 
bargains. 


25 Bargains Revealed 


Babson’s new bulletin also lists 
25 stocks as among today’s best 
buys. Representing companies 
which have adjusted themselves 
to current conditions, these bar- 
gains cover stocks for income, 
capital gain, growth and specu- 
lation. They promise to score 
substantial advances when the 
public wakes up. 


Yours for Only $1.00 


For only $1.00 — to cover cost 








permanent fixture in the port- 
folio. New purchases, however, 
would not be advisable at this 
level. 


Owens - Corning Fiberglass. 
This growth stock has fulfilled 
all expectations marketwise and, 
at its recent high, sold at approxi- 
mately twice the low of last year. 
The stock is distinctly of a dy- 
namic growth type and it would 
seem wiser to hold the issue on 
a long-term basis, rather than 
yield to the temptation to accept 
profits. This, of course, is some- 
thing for the individual investor 
to decide, depending on his needs 
and objectives. New purchases 
should be deferred pending a bet- 
ter price level. 


Proctor & Gamble. The sub- 
stantial advance in the price of 
these shares is largely accounted 
for by steady absorption into in- 
vestment accounts. While the 
stock is liberally appraised at cur- 
rent market levels, it should be 
held as a long-term investment. 
New purchases should be de- 
ferred, awaiting a better oppor- 
tunity through any technical re- 
action that may develop. 


Reynolds Metals. This stock has 
made belated response to the sub- 
stantial progress of the company 
in post-war years. It is selling at 
about 7 times estimated 1954 

(Please turn to page 50) 





Common and 
Preferred Stock Dividends 


The Board of Directors of Safe- 
way Stores, Incorporated, on 
Sept. 3, 1954, declared the 
following quarterly dividends: 
' 
: 60¢ per share on the 
$5.00 par value Com- 
i mon Stock. 
$1.00 per share on the 
4% Preferred Stock. 
i $1.0714 per share on 
} the 4.30% Convert- 
ible Preferred Stock. 


Common Stock dividends and 
dividends on the 4% Preferred 
Stock and 4.30% Convertible 
Preferred Stock are payable 
Oct. 1, 1954 to stockholders 
of record at the close of bus- 
iness September 15, 1954. 


oceania 


MILTON L. SELBY, Secretary 
September 3, 1954 
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BOOK MANUSCRIPTS 
INVITED 


If you are looking for a publisher, send for our free, 
illustrated booklet titled To the Author in Search of a 
Publisher. It tells how we can publish, promote and 
distribute your book, as we have pron for hundreds of 
other writers. All subjects considered. New authors 
welcomed. Write today for Booklet WF. It’s free. 


VANTAGE PRESS, Inc., 120 W. 31 St., N. ¥. 1 
In Calif., 6253 Hollywood Blvd., Hollywood 28 
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BE IN A SCORING POSITION 
IN THIS UNCERTAIN MARKET 
BUY, SELL or HOLD? 


over 


1001 CHARTS 


in the New September issue of 

GRAPHIC STOCKS 
SHOWING: 

e Monthly Highs and Lows 

e Monthly Volume of Trading 

e Annual Earnings 

e Annual Dividends 

e Latest Capitalizations 

e Stock Splits—Mergers—etc. 


on virt every active stock listed on 
the Ne a the 





Americar e 
twelve years to Ser 1, 1954. 


(See charts on pages 25 to 27 of this 
issue of the Magazine of Wall Street) 
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Order Today for Prompt Delivery 
Single Copy (Spiral Bound)....$10.00 


Annual Subscription 
(6 Revised Issues).............. $50.00 


F. W. STEPHENS 


15 William St., New York 5 
Tel.: HA 2-4848 

















THE OXFORD DICTIONARY OCF 
QUOTATIONS—Second Edition 


Since the publication in 1941 of the 
first edition of this now famous refer- 
ence book, suggestions have streamed 
in and have been considered for the 
successive reprintings. The material for 
a more extensive revision gradually ac- 
cumulated, and the Compilers have now 
prepared this second edition, keeping 
before them the same standard of 
familiarity as governed their choice for 
the first edition, and adding about 1,300 
quotations. Some of the entries which 
are now less familiar have been omitted. 

The total number of quotations given 
is well over 40,000, and in this edition 
those in foreign languages and those 
formerly under such headings as Holy 
Bible, Ballads, and Nursery Rhymes are 
incorporated in the general alphabetical 
arrangement. 

Great care has been taken to discover 
precise sources and many corrections 
have been made in attribution as well 
as in text. Fuller cross-references make 
it possible to compare similar and re- 
lated phrases and ideas. The index has 
been entirely re-made and is consider- 
ably larger than that to the first edi- 
tion; and to help the reader to find a 
quotation more quickly each reference 
now includes both a page number and 
the number of the quotation on that 
page. 

The Dictionary is established as an 
invaluable handbook to all concerned 
with the spoken or written word, pro- 
fessionally or otherwise, and as an un- 
paralleled bedside book. 

Oxford $8.50 
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Where are 1954’s 
Big Movers Headed Now? 





(Continued from page 49) 


earnings, compared with 25 times 
earnings for Aluminum Co. of 
America, While not in the same 
class, the disparity in valuation 
seems excessive. After having 
called in the preferred stock last 
year, the likelihood of a stock 
split would seem to increase. 
Holdings should be maintained 
and new purchases would seem 
warranted in the event of any 
substantial technical reaction. 


Rohm & Haas. This stock has 
had a spectacular advance in the 
past year, rising from 115 to 261. 
The stock, of course, anpeals only 
to investors interested in long- 
range growth possibilities which 
is a pronounced feature of this 
company’s prospects. Despite the 
extreme advance, holdings need 
not be disturbed. This would be 
particularly applicable to wealthy 
investors who are not interested 
in short or intermediate-term 
capital gains and who are, con- 
sequently, not concerned with the 
substantial reactions that may 
occur from time to time in such 
high-priced shares. 


Scott Paper. After the 46-point 
advance, this stock should be 
reaching a resting point. The 
issue is in a distinctly growth 
category and should be viewed 
mainly as a suitable long-term 
holding, where temporary reac- 
tions can be ignored. For specu- 
lative accounts, however, partial 
acceptance of profits might be 
in order. New purchases should 
be deferred pending the inevit- 
able settling-down process after 
the recently recommended 2-for-1 
stock split has been effectuated. 


Sperry Corp. The stock’s ad- 
vance has paced the rapid in- 
crease in earnings. The stock 
should be held temporarily on 
speculative accounts. Moderate 
long-range positions need not be 
disturbed. New purchases should 
be deferred pending any technical 
reaction. 


Standard Oil of New Jersey. 
This stock has had a rather sub- 
stantial advance this year, in the 
face of the nondescript action, 
except very recently, by the oils 


THE 





generally, As one of the ven 


strongest American concern 
holdings should be considere 
primarily from a long-term stand. 
point and should not be disturbed 
It probably would be wiser 
sacrifice the opportunity fa 
speculative profits in order t 
retain a position in this souné 
investment. This is the type a 
issue suitable for “dollar-averag. 
ing.” 


Thompson Products. The shar; 
advance in the’ price of the stock 
has been in response to the favor. 
able position of the company with 
respect to new aircraft parts de 
velopments and important new 
lines. The stock split (2-for-1) 
just recommended, furnishes an 
opportunity for acceptance of 
speculative profits. Long-term 
positions need not be disturbed 
by investors who wish to retain 
semi-speculative issues in their 
portfolios. New purchases, if de. 
sired, should be deferred unti! 
after the stock-split has been ef. 
fected. 


U. S. Gypsum. The very large 
advance in this stock has been 
partly in response to the indicated 
substantial increase in earnings 
this year’and, to the possibilities, 
of locating oil on its Texas acre- 
age. In view of the latter poten- 
tials, though necessarily unpre- 
dictable, holdings should be main- 
tained, despite the impressive rise 
in the price of the stock. The 
stock, at these levels, is no longer 
suitable for the average investor. 


U.S. Steel. The new high price 
levels of this stock is in response 
to growing recognition that it is 
reaching a much more dependable 
status as a stable earner. The cy- 
clical characteristics of the 
strong steel companies are in 
much less evidence. Accordingly, 
a higher valuation is now being 
placed on earnings. The stock 
should be retained as a long-term 
holding and new purchases might 
be made on a sliding scale. 


Vanadium Corp. The spectacu-| 
lar advance in the price of the 
shares has been due to improving 
position of the company with re- 
spect to uranium-vandium opera- 
tions. At present prices however, 
the stock seems to have outrun its 
nearer-term earnings prospects 
and partial acceptance of pro- 
fits on speculative accounts might 
be advisable. Investors intereste 

(Please turn to page 55) 
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How Real is Recovery 
in Movies? 





(Continued from page 43) 


share, and compares with $3,185,- 
871 or 62 cents a share realized in 
the corresponding period of last 
year. Loew’s, the last of the inte- 
grated film producers and theatre 
operators to comply with the 
Government’s consent degree re- 
quiring the separation of the mo- 
tion picture production and dis- 
tribution from domestic theatre 
operations has, effective Sept. 1, 
last, transferred its latter activity 
to Loew’s Theatres, Inc. The new 
theatre company, operating 130 
houses in the U. S. and Canada, 
however, will not distribute its 
shares to present shareholders of 
Loew’s, Inc., until current funded 
debt of about $40 million is di- 
vided proportionately between the 
new theatre company and Loew’s, 
Inc. If the division is not arrived 
at by February of next year, ap- 
plication can be made for an ex- 
tension of time that could possibly 
run until February, 1957. —END 





Candidates for Year-end 
Dividend Increases 





(Continued from page. 24) 


McGraw Electric has bolstered 
its position in the electrical equip- 
ment and appliance industry 
through diversification of activi- 
ties and emphasis on power dis- 
tribution supplies. A _ higher 
volume of business indicated for 
this year, together with tax re- 
lief, may boost earnings well 
~—_ the 1953 showing of $6.90 
a are and encourage hope of 
repetition of a year-end special 
distribution in addition to the 
usual 75-cent quarterly distribu- 
tion. Expectations of a _ stock 
split persist. 


Penn-Dixie Cement, prospering 
along with other representatives 
of its industry, from a high vol- 
ume of construction and road 
building, is expected to show 
earnings for this year comparing 
favorably with last year’s $5.57 
a Share on increased capitaliza- 
tion resulting from a 20 per cent 
increase in outstanding stock. 
With the improvement in out- 
look in recent years, manage- 
ment has adopted a more liberal 
policy on dividends. Prospects 


are regarded as promising for 
an extra in addition to the regular 
50-cent quarterly rate. 


Phelps Dodge, second principal 
domestic copper producer, is ex- 
pected to show encouraging re- 
sults this year partly as a result 
of increased output and chiefly 
because the price of copper has 
held up at a higher level than 
many economists had anticipated. 
As a result, net profit is being 
projected at about the same figure 
as in 1953 in spite of reduced 
consumer demand in the first six 
months. The management is ex- 
pected to take cognizance of such 
a showing with another year-end 
extra in addition to the regular 
quarterly payment of 65 cents 
a share. 


Republic Steel, third largest 
steel maker, is regarded as a 
candidate for a special distribu- 
tion of some kind this year in 
spite of reduced sales and pros- 
peetive lower earnings. Optimism 
is based on the belief that even 
at a lower output rate prevailing 
this year, earnings may come 
close to reaching the 1952 show- 
ing of $7.21 a share, which would 
provide a comfortable margin 
for the regular $4.50 annual rate. 
The fact that large earnings 
were ploughed back into proper- 
ties in recent years is cited as 
a reason for a_ possible stock 
dividend. 


Radio Corp. of America, domi- 
nant factor in electronics, has 
pursued a conservative dividend 
policy, and in recent years direc- 
tors have followed a practice of 
waiting until toward the year-end 
to supplement regular quarterly 
distributions that had seemed 
modest in relation to earnings. 
Hope is expressed that such a pol- 
icy may be continued this year 
even though net profit may sag 
slightly from last year’s $2.27 a 
share. 


Sears, Roebuck & Co., leading 
mail order house, traditionally 
has withheld action on supple- 
mental dividend payments until 
late in the year when full results 
for the period could be estimated. 
Extras have become the usual 


thing in recent years. The quar- 
terly rate has been raised slightly 
to 60 cents from 50 cents. Lower 
earnings are in prospect, but the 
decline should not bar a modest 
bonus payment. 


Socony-Vacuum, one of the 
major integrated companies, may 
net quite maintain earnings at 
the 1953 rate of $5.35 a share 
but results give promise of rang. 
ing well above $4 a share, whic 
would seem to warrant hope of 
something more than the usual 
quarterly distribution of 50 cents, 


Standard Oil Co. (New Jersey), 
an outstanding world producer 
and distributor of petroleum 
products, has been evidencing 4 
more liberal policy toward stock. 
holders in recent years as man. 
agement has taken into account 
the fact that the stock steadily is 
gaining wider distribution. 4A 
larger proportion of earnings is 
being paid out. If net profit this 
year comes close to reaching the 
$9.13 a share of last year, it 
would be reasonable to anticipate 
an extra. 


Texas Co., another major in- 
dependent factor in the petroleum 
industry, has followed a practice 
of considering extra dividends 
at the October board meeting in 
recent years. Although earnings 
this year may dip slightly from 
last year’s $7.01 a share, indica- 
tions point to more than adequate 
coverage for regular 75-cent 
quarterly payments and_ unless 
the industry’s outlook changes 
unexpectedly for the worse in 
coming weeks, it would seem 
reasonable to think management 
may feel justified in approving 
an additional distribution to 
stockholders this year. 


Twentieth Century-Fox, with 
the benefit of increased revenues 
from licenses using its Cinema- 
Scope prices, has experienced 
impressive recovery in earnings 
this year. Further gains antic- 
pated for last half of this year 
point to possibility of earnings 
approximating $3 a share, against 
$1.65 in 1953, and to further 
liberalization of dividends. The 
quarterly rate recently was raised 
to 40 cents from 25 cents regular. 
and 10 cents special in previous 
quarters this year. A year-end 
extra would appear a lively pos- 
sibility. 


U. S. Steel, leader in its indus- 
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try, is mentioned as another can- 
didate for a special distribution 
to stockholders. Although earn- 
ings are difficult to forecast by 
reason of rising production costs, 
(Please turn to page 56) 
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OVER 65% PROFIT IN 5 MONTHS 
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ON GENERAL DYNAMICS 
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Final Show-down on 
Public vs. Private Power 





(Continued from page 42) 


projects. They support the argu- 
ment by pointing to the financial 
backing of the U. S. Treasury 
and the large engineering staffs in 
Government agencies. These ad- 
mittedly surpass those of private 
industry. Yet, when the biggest 
electric power project in history 
was tossed industry’s way by the 
Atomic Energy Commission last 
year, fifteen private utility com- 
panies along the Ohio River 
pooled resources and engineering 
talents to build and operate two 
generating stations with com- 
bined capacity of 1,800,000 kilo- 
watts—an output greater than 
Hoover and Bonneville Dams 
combined. And all of this at no 
expense to the taxpayer's- 

There are other examples of 
private industry laying out large 
sums on big projects and offering 
to undertake greater ones, prov- 
ing the ““Government-only” argu- 
ment to be as spurious as a $3 bill. 
The Idaho Power Co. will invest 
$160 million in 780,000 kilowatts 
of hydroelectric capacity on the 
Snake River. Five New York 
private utilities are ready to in- 
vest $400 million to develop 
1,100,000 additional kilowatts 
from the Niagara River; still 
other New York private utilities 
will invest additional millions in 
transmission lines to carry power 
from the huge hydroelectric plant 
that its to be a part of the St. 
Lawrence Seaway project. In the 
Pacific Northwest, a group of 
private utilities have agreed to 
“get together” and build several 
large projects on the Columbia 
River and its tributaries. These 
examples illustrate that, given the 
opportunity to engage in economi- 
cal power development programs, 
private industry is “ready, willing 
and able” to go ahead, and with- 
out burden upon the long-suffer- 
ing taxpayer. 

Perhaps the real climax in the 
private versus public power 
struggle is now, or soon will be, 
centered on the atom and its elec- 
tric producing potential. Certain- 
ly it has the lime light at the mo- 
ment, for it was brought sharply 
into focus during the 13-day 
Senate filibuster on the new 
Atomic Energy Act. Oddly 
enough, the filibusterers were not 
centering their fire on the new 


measure itself, but on a Presi- 
dential order to the Atomic En- 
ergy Commission to enter into 
contract with a private utility 
combination to construct the 
needed facilities and feed into 
the TVA system power to replace 
that the Atomic Energy program 
will draw from TVA. 

This contract, now known as 
the Dixon-Yates agreement, spells 
the end of TVA’s growth as a 
publicly-owned power operation 
according to its opponents, who 
say it is a cleverly designed move 
to halt further expansion of the 
sprawling Government operation 
which has branched out into many 
fields of commercial endeavor, in- 
cluding the production of nitro- 
gen for fertilizer in competition 
with private business. 

Public power proponents con- 
tend that if TVA were permitted 
to build its own steam plant at 
West Memphis, Tenn., it could 
generate the power at lower cost. 
The Administration counters with 
the argument that TVA pays no 
taxes, state or local, but Dixon- 
Yates would, thus_ bolstering 
State, County and municipal fi- 
nances, Opponents of the contract 
with the private company, assert, 
the Government-financed steam 
plant could save four to five mill- 
ion dollars yearly, while the Ad- 
ministration countered with a 
declaration that the Federal 
Treasury would be relieved of the 


outlay of $100 million over the: 


next three years. 

The public power groups insist 
the Dixon-Yates agreement would 
“drive a private power wedge” 
into the TVA area, now prosper- 
ing through a planned and orderly 
development of the region’s re- 
sources. Rebutting this, the Ad- 
ministration forces say it is now 
time for a “‘new look” at the TVA 
operation, especially the power 
set-up which only last year the 
President cited as an example 
of “creeping socialism.” The writ- 
er, who has watched TVA’s ex- 
pansion over the past decade, feels 
that “creeping” is an inadequate 
word—he would be tempted to 
substitute “galloping.” 

But, departing from the heated 
debate that has arisen as a result 
of the Dixon-Yates agreement, 
the writer would point up to the 
private power interests that they 
now face a crisis. If free enter- 
prise falters in the development 
of electric power from the atom, 
we will be confronted with the 
possibility of nationalized power. 


This would not be creeping o 
galloping socialism, it would hy 
socialism in its final and complet 
form. Bureaucratic control of 
power would give bureaucracy 
the power to utterly destroy any 
industrial operation through the 
simple expedient of shutting of 
power through some arbitrary 
ruling. 

At this stage of the “game,” 
there are some within the private 
power groups who, although con. 
ceding the enormous potentials of 
the atom, feel that private indus. 
try cannot “go it alone.” They 
say there must be some help in 
the form of subsidies from Gov. 
ernment because atomic power 
cannot be laid down on a compe 
titive cost basis with power from 
conventional sources, Others say 
it can be sold competitively in 
such areas as New England, 
which are remote from fue 
sources and where high power 
rates stem from fuel transporta- 
tion costs. 

In the meanwhile, less timid 
souls, those who are convinced 
the atom will eventually replace 
coal, gas, oil and falling water in 
the development of, electrical 
energy, are moving ahead as 
rapidly as the limitations of the 
Atomic Energy Act will permit. 
General Electric, Westinghouse, 
DuPont—to name only three—have 
invested enormous sums in atomic 
research. The first two—GE and 
Westinghouse have been primari- 
ly concerned with the develop- 
ment of electrical energy from 
the atom, while DuPont has 
played a prominent role in 
thermonuclear developments, and 
the application of radio-active 
materials to industrial and cheni- 
cal research. 

The job confronting private 
industry now is to find out how 
to reduce the cost of producing 
electric power from the atom. 
The problem is of great magni- 
tude—primarily because of the 
absence of depletion and _ obso- 
lescence data. It is here that 
Government and private industrys 
must cooperate, with the former 
giving some financial aid, either 
through direct appropriation, 
accelerated amortization for tax 
purposes, or through long-term 
loans at the insignificant interest 
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rates now enjoyed by the semi- 
private rural electric cooperative 
systems. Perhaps a combination 
of accelerated amortization and 
low-cost Federal loans would be 
a reasonable solution; certainly 
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it would cost the taxpayers zero 
dollars. 

In summary, private industry 
in the Pacific Northwest, in the 
Niagara River area of New York, 
n the Ohio Valley, has proven 
itself “ready, willing and able” 
tp do the power job in the best 
interests of all the country. Priv- 
ate enterprise asks only that it 
be given a fair opportunity to 
engage in economical power de- 
velopment. Algeady, private en- 
terprise has shown in areas of 
hydro potentials that “we will do 
the job.” Now, on the threshold 
of power from the atom, private 
enterprise, in effect, declares 
“sive us the opportunity and we’ll 
do the job efficiently, for the 
greater benefit of all the tax- 
payers, not for the aid of a 
sprawling bureaucracy which 
waxes fat on the delays so com- 
mon to developments utilized for 
political aggrandizement rather 
than for the general welfare.” 
—END 









Where Are 1954’s 
Big Movers Headed Now 





(Continued from page 50) 


chiefly in long-term possibilities 
need not disturb their holdings in 
view of expanding operations re- 
lating to the important field of 
wanium. New purchases, how- 
ever, Should be deferred pending 
abetter buying opportunity. 


Westinghouse Electric. The 
stock has had an exceptionally 
large advance but this is more or 
less fully justified by the current 
indicated increase in earnings 
and, more important, by the com- 
pany’s imposing long-term out- 
bok. It probably would be advis- 
able to sacrifice the opportunity 
to accept speculative profits and 
fo maintain positions on a long- 
ttrm basis. New purchases might 
be deferred temporarily pending 
abetter buying opportunity but, 
in the event investors desire to 
forego such a possible opportun- 
ty, “dollar-averaging” should be 
employed. —END 
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tore than $166 million. Of this 
btal, $82.5 represented net un- 
talized appreciation. This means 
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that a stockholder who paid $104 
for one share of capital stock of 
The Lehman Corp., at the time 
of original issuance in September, 
1929, and kept his investment 
continuously since then, held on 
June 30, last, six shares—there 
have been two stock splits in the 
interim—of capital stock with a 
total asset value of $228.84. 

This increase in net asset value 
has been achieved during the time 
in which stockholders received 
uninterrupted quarterly dividends 
since initial distribution from or- 
dinary earnings was declared on 
June 30, 1930, Since then the cor- 
poration has paid out a total of 
$191.12 in dividends on each 
original share of capital stock. Of 
this total $99.25 has been paid 
from net ordinary income and 
$91.87 from profit realized on the 
corporation’s investments. The 
corporation functions as a “regu- 
lated investment company” and 
is not subject to Federal income 
tax on taxable net income dis- 
tributed to stockholders. Distribu- 
tions of ordinary income are tax- 
able to stockholders as ordinary 
dividend income, while distribu- 
tions of net long-term capital 
gains realized during the vear are 
taxable to stockholders as long 
term capital gains regardless of 
the length of time the investor 
has held his shares of the cor- 
poration. 


Tri-Continental Corporation 


Tri- Continental Corporation 
which entered its 25th year with 
the advent of 1954, also operates 
as a “regulated investment com- 
pany”. Unlike The Lehman Corp., 
however, whose present policy is 
to declare in dividends each fiscal 
vear substantially all taxable net 
ordinary income and capital gains 
realized during the vear, it re- 
tains capital represented by 
realized gains on investments. It 
also differs in that on June 380, 
1954, it had a higher percentage 
f holdings of bonds and _ pre- 
ferred stocks, these investments 
amounting to $36.3 million, or 
7.74% of total assets, as against 

(Please turn to page 56) 





Canada Adjusts to New Base 
for Expansion 





(Continued from page 21) 


annually in the United States, 
Brazil for example, consumes only 










half a pound and India one- 
twelfth of a pound annually, per 
capita. 

Alcan is also increasing its Ar- 
vida, Quebec magnesium plant. 
As to titanium, which is stronger 
than either aluminum or mag- 
nesium and more resistant to cor- 
rosion, Canada possesses enor- 
mous deposits of ilmenite ore, one 
of the most important source of 
this metal of the future. Over 150 
million tons of ilmenite, averag- 
ing about 385 per cent titanium 
oxide and 40 per cent iron, have 
been proven by Quebec Iron and 
Titanium Corporation, a company 
backed by Kennecott and New 
Jersey Zinc Co. 

In 19538, Canada’s iron ore pra- 
duction was just about 5 million 
tons, barely enough to cover the 
needs of her own steel industry. 
This year the iron ore output may 
be up by several million tons, The 
first shipment of iron ore are 
coming out over the 360 - mile 
ultra-modern mining railway 
in central Labrador. The field was 
from the Ungava ore body located 
developed by the Iron Ore Com- 
pany of Canada, formed by M. A. 
Hanna Co. of Cleveland and Hol- 
linger Gold Mines. 

The expectation is that by 1957 
the present Canadian iron ore 
production will double to 10 mil- 
lion tons a year. By 1967, when 
Ungava and possibly nearby iron 
deposits are in full production, 
Canada should be exporting some 
30 to 40 million tons a year, a 
quantity that would go far to off- 
set the depletion of some of our 
high grade ores. At _ present 
prices, Canada wotld be earning 
from this source some $400 mil- 
lion, with some $150 million going 
to transportation companies for 
moving the ore. 

From 1946 to 1953, Canadian 
petroleum production rose from 
some 21,000 bbls. daily to 223,000 
bbls. daily. With completion of 
two new pipe lines delivering 
Alberta - Saskatchewan- Manitoba 
crude to Vancouver on the Pa- 
cific Coast and to Sarnia, just 
north of Detroit, production is 
expected to pick up to over 300,- 
000 bbls. a day. More than half 
of this quantity is flowing daily 
from Edmonton to Sarnia. How- 
ever, oil production is being 
braked by lack of market. Quebec 
and the Marittime Provinces—the 
whole country consumes about 
500,000 bbls. a day—still find it 
cheaper to import crude and deri- 


(Please turn to page 56) 
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Canada Adjusts to New Base 
for Expansion 
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vatives from Texas and the Carib- 
bean. 

The present Canadian petrole- 
um reserves are estimated at two 
billion bbls., but with new dis- 
coveries constantly being made 
not only in the Prairie Provinces 
but also in British Colombia, the 
Yukon and the Mackenzie Terri- 
tory, the total known reserves 
are constantly going up. The dis- 
covery of the huge Pembina field 
west of Edmonton in 1953 is alone 
expected to increase known re- 
serves by one billion bbls. Other 
important oil discoveries in 1953 
were made at Smiley, Saskatche- 
wan and Virden, Manitoba. Oil 
development expenditures in Al- 
berta alone are expected to reach 
$300 million in 1954. 

Proven gas reserves are also 
mounting daily. In Alberta they 
have been put at around 12 tril- 
lion cu. ft., enough to last for at 
least 50 years at the present rate 
of consumption. The problem is 
the market. The construction of 
a pipeline that will supply indus- 
trial areas of Ontario and Quebec 
will be of a great help, but the 
decision of U. S. Federal Power 
Commission to bring gas to the 
Pacific Northwest from New Mex- 
ico put a crimp in Canadiar plans 
to build a pipeline from central 
Alberta to Vancouver. Neverthe- 
less Canada may decide to go it 
alone and rely on her own rapidly 
expanding consuming centers. 

It has been said that Canadian 
petroleum and gas development 
has barely begun. In view of the 
fact that in the United States one 
well has been drilled for every 
12 square miles of formations in 
which oil might be expected 
whereas in Canada the ratio is 
one well to 200 square miles, the 
above statement may be quite cor- 
rect. 

There is no doubt that the de- 
velopment of natural resources 
now going on is giving new depth 
to the Canadian economy, the 
rapid increase in population and 
the rising standard of living—both 
increasing at a faster rate than 
population of living standards in 
the United States — will provide 
markets for new products. Export 
prospects are also good, with pro- 
duction of iron ore and some of 
the nonferrous metals passing the 
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peak in the United States and 
with demand from Western Eu- 
rope likely to expand far above 
current levels. However, the situ- 
ation needs watching. The exu- 
berant expansion, which was not 
affected even by the recent price 
decline, may develop into a tem- 
porary weakness. -—END 





Candidates for Year-end 
Dividend Increases 





(Continued from page 52) 


“lifo” inventory adjustments and 
funding of pension reserves, all 
of which customarily bring about 
mixed trends in the final quarter. 
Earnings apparently have held up 
better this year in the face of a 
sharp decline in operations than 
many pessimists had envisioned. 
Hopes of an extra of about $1 a 
share or an increase in the regu- 
lar quarterly rate have been 
voiced. 


Westinghouse Electric, second 
major manufacturer of electrical 
apparatus, industrial equipment, 
consumer appliances, etc., is ex- 
pected to distribute about half of 
1954 earnings in dividends. Even 
if results in the second half should 
fall short of the $2.75 a share 
shown in the first half, it would 
seem possible for the company 
to pay out $2.50 a share this 
year, suggesting a year-end extra 
at the end of October of 50 cents 
a share. —END 





For Profit and Income 
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a little reminder for speculative 
buyers of Pennsy: New York 
Central ran up from 1814 to 26 
prior to culmination of the fight 
which shifted control to the fa- 
mous Mr. Young. Now the stock 
is back down to 2014, having 
given up nearly three quarters of 
its rise since the famous Mr. 
Young took over. The explana- 
tion of activity and strength in 
U. S. Steel is: (1) The stock is 
usually among the leaders in a 
renewed phase of advance, follow- 
ing a market shake out; and (2) 
Big Steel, as we have noted here 
before, is believed subject to a 
boost in regular dividend rate 
from the present $3 annual basis 
to at least $3.50. —END 








2 Investment Trusts | 
Compared ‘ 





(Continued from page 55) E 
$167.5 million, or 81.76% in com, 
mon stocks. This compares with 
80% at the beginning of the 
year, the increase reflecting port’ 
folio changes favoring the com 
mon stocks of companies whic)! 
were believed likef¥ to respond t 
more favorable conditions in gen. 
eral business. Tri-Continental' 
common stock investments als 
represented a cross-section 0 
American industry and include 
sizable holdings of public utility, 
chemical, electrical equipment ani 
electronics, oil and natural gas. 
As of June 30, this year, th 
corporation’s net investment as. 
sets had risen to $204.8 million, 
a record high, and equal to a netp 
asset value of $30.47 a share for 
Tri-Continental’s common stock. 
This represents a gain of 30% 
from the $23.52 on June 30, 3 
year ago. Both these figures are 
after asset coverage for the 
$18,060,000 million principal 
amount of outstanding debenture: 
and 405,370 shares of $6 pre) 
ferred stock. In this respect Tri- 
Continental again differs from its 
contemporary inasmuch as The 
Lehman Corp., has no outstand- 
ing capital obligation other thang 
its capital stock. In addition, Tri- 
Continental has outstanding war-F 
rants, traded on the American 
Stock Exchange, providing dur- 
ing the life of the corporation 
for the right to purchase 1.2! 
shares of the corporation’s com- 
mon stock at any time at $17.767 
a share, with certain adjustment 
provisions for the protection of 
this right. ; 
Because the corporation limits 
its dividend payments by distri-” 
butions only from net ordinary” 
income and retains capitaly 
gains, its dividend record is not? 
actually comparable with that of 7 
The Lehman Corp. Since the ® 
initial payment on the common J 
stock in 1936, holders of Tri 
Continental common stock have ® 
received dividends including 44 
cents a share declared in the 1954 § 
first half-year, totaling $7.48 a§ 
share. Tri-Continental’s dividend § 
policy reflects its basic long-range 
investment policy. While consid- 
eration is given to realizing good 
current income emphasis 1s 
placed upon future growth of both 
capital and income. —END 
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An Important Message To 


Investors With $20,000 Or More 








‘or this new era of industrial science—of dynamic investment opportunity—we offer you the 


nost complete, personal investment supervisory service available today. 


nvestment Management Service is designed to help you to own shares of companies that will 
»”ACE THE NATION’S GROWTH .. . leaders in electronics, aerodynamics, “‘push-button” pro- 


juction ... prime beneficiaries of the dual war-peacetime future of the atom. With our counsel 


ou can share in huge profits to flow from our coming network of “‘throughways”, the St. 


Lawrence Seaway and other vast projects . . . from Canada’s boom .. . from the host of new 
»roducts, metals, chemicals, techniques . .. ALL WITH DEEP INVESTMENT SIGNIFICANCE. 


Expert Analysis of Your Present Holdings: 


Our first step in serving you is to make a detailed 
report—analyzing your entire list—taking into con- 
sideration income, safety, diversification, enhance- 
ment probabilities—today’s factors and tomorrow’s 
outlook. 


Issues to Hold and Advantageous Revisions: 


Definite counsel is given on each issue in your 
account ... advising retention of those most attrac- 
tive for income and growth . . . preventing sale of 
those now thoroughly liquidated and likely to im- 
prove. We will point out unfavorable or overpriced 
securities and make substitute recommendations in 
companies with 1954 outlook and longer term profit 
potentials, 


Close Continuous Supervision of All Holdings: 


Thereafter—your securities are held under the con- 
stant observation of a trained, experienced Account 
Executive. Working closely with the Directing Board, 
he takes the initiative in advising you continuously as 
to the position of your holdings. It is never necessary 
for you to consult us. 

When changes are recommended, precise instruc- 
tions as to why to sell or buy are given, together 


with counsel as to the prices at which to act. Alert 
counsel by first class mail or air mail and by tele- 
graph, relieves you of any doubt concerning your 


investments. 


Complete Consultation Privileges: 


You can consult us on any special investment 
problem you may face. Our contacts and original 


research sometimes offer you aid not obtainable else- 
where—to help you to save—to make money. 


Help in Minimizing Your Taxes: 


We keep in mind the tax consequences of each 
transaction and help you to minimize your tax lia- 
bility under the new tax provisions. (Our annual fee 
is allowed as a deduction from your income for 
Federal Income Tax purposes. considerably reducing 


the net cost to vou.) 


Annual Personal Progress Reports: 


Throughout the year we keep a complete record 
of each transaction as you follow our advice. At the 
end of your annual enrollment you receive our audit 
of the progress of your account showing just how 
it has grown in value and the amount of income it 


has produced for you. 


Investment Management Service has prospered by earning the steady renewals of its clients 


(many have been with us 5. 10, 15 and 20 years)—through actual results that have proved 


our counsel to be worth many times our fee. You owe it to yourself to investigate our Service. 


Fruit information on Investment Management Service is yours for the asking. Our rates are 
based on the present value of securities and cash to be supervised—so if you will let us know 


the present worth of your account—or send us a list of your holdings for evaluation—we shall 


be glad to quote an exact annual fee .. . and to answer any questions as to how our counsel 


can benefit you. 








INVESTMENT MANAGEMENT SERVICE 


A division of THE MaGazineE OF Wat Street. A background of nearly forty-eight years of service. 


90 BROAD STREET 





NEW YORK 4, N. Y. 
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Where flaming Bessemers add an “extra” 





fea PRN AN 
SE NANAL SS SON 


in making quality steel 


Even Steel men—whose daily work puts 
them in a world of spectacular industrial 
scenes—are thrilled by the brilliant py- 
rotechnics of the Bessemer “blow.” And 
to National Steel, Bessemer vessels are 
just as vital as they are picturesque. 


National makes open hearth steel—not 
Bessemer steel—and operates the world’s 
largest open hearth furnaces. But there’s 
an important place for the Bessemer in 
National’s mills. Used for preliminary re- 
fining of pig iron defore it goes to the 
open hearth, National’s Bessemers 


NATIONAL STEEL 


GRANT BUILDING 


provide an extra step in quality control. 


In a Bessemer furnace, this preliminary 
refining can be done in a matter of min- 
utes—by forcing a blast of cold air 
through the molten metal. When the air 
churns through the iron, oxygen com- 
biues with impurities, burning them away 
in a furious burst of gas and flame. The 

urified metal is then ready to be made 
into quality steel in the open hearths. 


At National Steel, quality comes first. 
And in Bessemer operations, as in the 
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entire chain of production from r: 
materials to finished steel, the consta 
emphasis on quality has helped to w 
for National its reputation as one ¢ 
America’s foremost producers of ste¢ 


New Color Film Now Available 


“‘Achievement in Steel”... a new 16-m 
color film telling the dramatic story 

steel is now available to organized group 
To obtain this film for your grou 
write to ‘Achievement,’ National Sie 
Corporation, Pittsburgh, Pennsyloani 


SEVEN GREAT DIVISIONS WELDED IN 
COMPLETE STEEL-MAKING STRUC 


Weirton Steel Co 
Hanna Iron Orc ¢ 
Nationel Mines ¢ 
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Great Lakes Steel Corp. 
Stran-Steel Division 
The Hanna Furnace Corp. 
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